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Women, Wage Labour and Accumulation 


Data from one region of Tanzania suggest that fashionable 
Prescriptions based on ‘pro-peasant’, ‘family farm’ perspectives not 
only ignore the brutal appropriation of women’s labour which. 
underpins family economy, but also the fact that any significant 
enhancement of living standards for the rural population as a whole 
depends upon a rapid rate of technical progress which . 


requires transformation in the relations of production. 


Debt Servicing Plus 


eek: 


Have the heavily indebted less developed countries suffered a 
transfer burden—in the form of a decline in their terms of trade in 
the process of the forced expansion of their export volumes—over 


and above the burden of servicing debt? An examination 


of available evidence. 


Budget Deficit in Perspective 


A second look at the 1990-91 budget within a ‘structuralist’, as 
against a ‘monetarist’, perspective of the relationships among 


deficit financing, inflation and the trade balance. 


Friendless 


Not one unit of a peasant or trade 
union body—of any political 
colour—has bothered td issue a 
statement in support of the Orissa 
chief minister’s decision to raise 
the minimum wages of agricultural 
workers from Rs 11 to.Rs 25° 

per day. Why? 1297 


Judicial Stink 

The resignation of Justice 

S K Desai of the Bombay High 
Court does not settle the issues 
which have been thrown up in the 
ugly controversy. There is indeed 
something rotten in the Indian 
judiciary. What is to be 

done about it? 1307 


Forever Losers 


US-Japan politicking at the 23rd 
annual meeting of the Asian 
Development Bank showed that 
whether the big powers act 
separately or in collusion 

the losers are always the 
developing countries, — 1309 


Opening Windows... 
and Doors 


The import policy for 1990-93 
shows an overriding concern.to 
push ahead towards an ‘open’ 
economy to subserve the 
requirements of the 

developed countries, 


1303 


Squeeze on Teachers 


More than 3,000 college teachers 
in Andhra Pradesh are working 
full time on part time pay. All 
because of the state government’s 
blanket ban on recruitment. 1313 


Ethnic Tension in Nepal 


Much has been written about 
ethnic harmony in Nepal. A closer 
look at land rights reveals quite 
another picture. The failure ‘ 

of land reform has created 

an economic and cultural 

crisis for the ethnic 

minorities. 


Reviewing Science 


A science which is based 
exclusively on the philosophy of 
studying all phenomena in parts 
without ever interrelating them 
holistically is bound to lead to a 
limited understanding of the 
activities which determine people’s 
welfare, Current concepts of 
science, technology and 
development need to be 
reviewed from a holistic 
perspective. 


Corpses ‘on Sale 


How did London’s medical schools 
in the nineteenth century acquire 
the human corpses they needed 
for dissection? A history 


_of Britain’s Anatomy Act 


of 1832. 1321 


1329 


LETTERS TO EDITOR 
Workers’ Struggle i in 


| _ Chhattisgarh’ 


~ RAMESH PAREDA a TUCI activist was 


killed and many others injured when the 
police force of Abhanpur P S, Raipur 
district, MP criminally assaulted them and 
fired at them while they were protesting 
against the arrest of Koshy Philip, convenor 
of the M P committee of the Trade Union 
Centre of India (TUCI) and president of a 


number of trade unions in Abhanpur-Rajim 


area 
Right from the time that TUCI activists 
started organising the workers iri this area 


the managements in connivance with the 


state administration and police have com- 
menced assaults on them. This is a continua- 
tion of the criminal suppression which 
‘resulted in the, death of dozens of worker 
_ comrades in the Chhatisgarh area, including 


_ the nine mine workers killed at Dalli Rajhara 


in 1977. When TUCI started organising 


- wotcers in Abhanpur-Rajim area, all efforts 


were made to prevent it. But challenging this 


the Mahanjan Visphotak (Explosives) 


'Karkhana Mazdoor Sangh, Samaijvadi 
_Paper Karkhana Mazdoor Sanghatan and 
Janavadi Rice Mill Mistry Mazdoor 
Sanghatan were organised with Koshy as 
president. When demands like implementa- 
tion of the Minimum Wages Act were taken 
‘up the suppression by factory owners using 


_ state agencies further intensified. Dozens of - 
_ false cases incluuing criminal charges were 
_ . foisted on Koshy as part of this. 


Meanwhile workers of Nav Bharat Ex- 
plosives after due notice went on strike on, 
April 16. The owner of Explosives and Fuses: 
factories who is an active local leader of BJP 
declared an illegal lockout in the explosives 
factory on April 30. After due notice 


‘workers in Hanuman Agro Paper Mills 


started strike. Here again the factory owner 


_ conspiring with the police prevented any 
- conciliation and repeatedly refused to attend 


conciliation meetings called by the labour 
‘department. Sundarlal Patwa, present BJP 
chief minister had promised that no criminal 


~ cases would be filed against TU leaders and | 


that all old cases would be withdrawn. Yet 
Koshy was arrested on May 30 when he had 
gone to Raipur court alongwith two other 
comrades. Though the two comrades were 
released Koshy was remanded to judicial 
custody for 14 days and send to Raipur 
Central Jail. 

When the news of Koshy’s arrest spread 
hundreds of workers from different factories 
of Abhanpur-Rajim belt assembled on the 
outskirts of the town and marched to 
Abhanpur police station and started 
demonstrating in front of it. Without any 
warning one of the police officers present 
_aimed point blank at the workers and fired. 
: Ramesh Pareda, a TUCI activist and worker 
‘of Hanuman Agro Paper Mills was hit on 
the neck. He was removed to hospital where 
he was declared dead. Workers now started 
picketing the P S but were lathi-charged and 
dispersed. Though the police rounded up 


nearly 300 workers, women and some. men, | 
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were let off on the way and 141 were charged" 


and remanded to Raipur Central Jail. - 


Following this a reign of terror was let | 


loose in the villages where the workers live. 
Koshy and the 141 workers have not been 


‘released. BJP which is crying itself hoarse 


about Akhand Bharat bereft of any argu- 
ment to justify this brutal killing is spreading 
the secessionist calumny that Koshy, a 
Keralite and outsider is creating trouble and 
that it is a Communist conspiracy to tarnish 
the image of the BJP government. 

In spite of all this the workers of 


Abhanpur-Rajim area have decided to’ 


uphold the daring spirit of RameshPareda 
and advance along the path of struggle. We 
appeal to all progressive, democratic and 
patriotic forces to openly condemn state sup- 
pression and support worker’s struggle. We 
also appeal for open expression of solidarity 
and generous financial help. 


For TUCI MP Committee. 
Raipur (MP). 


Politics of Immunisation 


DEBABAR BANERJI’s article ‘Politics of 
Immunisation Programme’ (EPW, April 7) 
contains hardly any new point. Lest I am 
misunderstood as a hired propagandist of 
western capitalism, let me hasten to clarify 
that I do not subscribe to ‘selective PHC’. 
I believe that selective PHC is essentially a 
compromise. I believe in comprehensive 
PHC and also believe that to be really ef- 
fective, PHC must be part of an egalitarian 
national development strategy, which would 
mean a thorough overhaul of the existing 
power structures. Until such restructuring 
materialises an incremental approach can be 
adopted. 

I do not find much by way of valid 
criticism of the immunisation programme 
in Banerji’s writings on the subject. For 
instance, he has not been able to adduce any 
evidence, to show that immunisation can be 
harmful to the poor in third world countries. 


That the programme is not implemented; 


; with efficiency is some’ 


RAM HARAK: 


thing that c 
readily understood but it is not clear 
how innoculating children would make 


forget all about ‘Alma Ata’. UIP or any other | . 
national programme of a similar nature — 
adopted by other developing countries does 


not imply (even inferentially) that all other 


elements of the ‘health for all’ declaration — 
of Alma Ata, are expected to be given up; — 
neither does UIP account for so large a part 
of health budget in India that it could | 


relegate everything else to insignificance. 
According to Banerji, UIP represents a 


totalitarian onslaught by affluent countries é 


on developing countries, but he does not ex- 
plain how the poor sections of a poor coun- 


try come to harm or how the programme ~ 
takes away individual liberties. He seems to * 
feel that affluent countries are doing too lit- — 
tle when they underwrite expenses of global — 
.the north seems — 


immunisation campaign (. . 
to come back to the south with a tiny frac- 


tion of what it has plundered from them), & 


which one could agree with but it is difficult 
to see how that ‘tihy fraction’ of aid can 
adversely affect the health status-of the poor 
in third world. It is not in the hands of health 
planners to alter the unequal terms of 
exchange between north and south; neither 
can they leave their job aside and devote 
themselves to the mission of an egalitarian 
revolution. What they can do (and we must 
insist upon it) is that they design the pro- 
grammes well, try to implement them effi- 
ciently and do an honest evaluation. 

One of Banerji’s criticisms can hardly be 
refuted and that concerns technology-. 


focused methodology which ignores the vital. 


element of community participation in all 
developmental programmes including UIP. 
A more participatory methodology would 
certainly improve its effectiveness but if the 
programme is essentially designed to serve 
vested interests, as Banerji believes, a more 
effective implementation would only mean. 
a more complete capitulation by poor, third 
world countries to the machinations of 
affluent countries. 
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_ NDC Ritual 


| (HE 4lst meeting of the National Development Council on 
June 18 and 19, called to discuss the “Approach to the Eighth 
Five-Year Plan, 1990-95”, is supposed to have been marked by 
bonhomie. This has been remarked upon presumably because of 
the contrast with the NDC’s last meeting in March 1988 when 
tempers had run high. Of course, this time too there hung a cloud 
of uncertainty over the meeting as a result of the absence of deputy 
prime minister Devi Lal, ostensibly on account of ill health but, 
as everyone knew, in fact to show his displeasure with the deputy 
chairman of the Planning Commission and his team. There was 
evidently general agreement at the meeting with the broad lines taken 
in the Planning Commission’s Approach document, namely, 
(i) allocation of at least 50 per cent of investment to the rural sector; 
(ii) effective decentralisation of planning; and (iii) a substantial step- 
up of the rate of growth of employment. There was no quarrel with 
* the quantitative targets.either, whether the overall growth rate or the 
required increase in savings. But there were clear differences between 
the centre and the states and among the states on how the objectives 
agreed upon were to be achieved. . i 
On the enhanced allocation to the rural sector, the view taken 
by the states in general was that as far as the state plans were con- 
cerned more than half the investment was already devoted to rural 
development. It was the central sector which lagged behind in this 
regard. But the more it was intended to move towards the rural sector, 
the greater correspondingly would have to be the transfer of resources 
to the states in whose sphere rural development almost entirely fell. 
But there has been no indication that resource transfer to the states 
is going to be larger in the Eighth Plan. On the contrary, the Ninth 
Finance Commission, it was pointed out by practically every state, had 


indeed reduced the states’ share of central revenues so that the states 


would be compelled to have smaller plans unless the quantum of 
plan assistance was correspondingly raised. The states, of course, asked 
for much larger resource transfers. The states’ demand was also linked 
to the proposed decentralisation of planning. How could increased 
plan functions be transferred to local bodies without at the same time 
giving them enough finances to build up their capabilities to undertake 
development works on the scale envisaged? For this it would be neces- 
sary to devolve not only larger plan funds but also non-plan funds. 
Closely tied to the whole issue of resource transfers, according to the 
states, are also other matters such as debt relief, where again the Ninth 
Finance Commission’s award has been both niggardly and inequitable. 
The questions relating to resource transfers raised at the NDC 
meeting by the chief ministers, each according to his own light. of 
course, remained largely unanswered. Finance minister Dandavate 
and deputy chairman Hegde tried to be as evasive as possible. 
Dandavate took cover behind the fig-leaf of convention—that of 
not meddling with the award of a constitutional body such as the 
Finance Commission. He was not prepared to go into details of how 
- the states would be helped financially to meet the increased financial 
needs of the local bodies if they were to be entrusted with a consider- 
ably larger developmental role. He would only say that he would 
not let the states “go over the brink”. The states, understandably, 
were not satisfied with the prospect of being constantly on the brink 
and having to knock on Dandavate’s doors. And deputy chairman 
Hegde was content to say that the inter-state distribution of plan 


assistance of various types was an open question and would be the. 


principal item on the agenda of the next. meeting of the NDC in 
Bangalore in August. The only tangible outcome of the whole discus- 
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sion was the promise by Dandavate that if the states agreed to extend 
the loan waiver scheme to co-operatives the finance ministry would, — 
in consultation with the Reserve Bank, see to it that they did not face. 
financial difficulties in bearing 50 per cent of the cost of such loan waiver. 
On the issue of focusing on employment generation during the 
Eighth Plan, questions were raised by several states about the lack 
of consistency between the strategy outlined in the Approach docu- 
ment and that embodied in the statement on industrial policy placed il 
before parliament on the last day of the session just concluded. The ae 
Madhya.Pradesh chief minister expressed serious doubts about the 
advisability of raising the investment limit for small-scale units from 
Rs 35 lakh to Rs 60 lakh. Industry minister Ajit Singh’s explanation |. 


_ that the limit had to be raised in view of the price rise did not satisfy 
anyone and the point remained whether the new policy statement, 


really reflected the concern for accelerating employment generation ar 
expressed in the Approach document or what the latter said in this 

regard were only pious observations not to be taken seriously. As ; 
the prime minister conceded in his concluding remarks, the private 

organised sector’s contribution to employment generation had been 

virtually nil in recent years in, spite of all the investment that had — 

been pumped into this sector. Will all the investment envisaged in_— 

the Eighth Plan for the organised private sector once again follow _ i 


employment so that the burden of fulfilling the employment — 
objectives of the Eighth Plan has to be carried on other shoulders? 

‘Doubts were also expressed about the government's policy stance 
on foreign investment, though on this issue there were sharply dif- 
fering perceptions. While Jyoti Basu argued for extreme caution, 
Biju Patnaik would gladly throw open the doors to foreign invest- 
ment unconditionally. The prime minister sought to justify a more 
liberal stance towards foreign investment on the ground that it pro- 
vided an escape route from the debt trap, an argument that cannot 
stand much scrutiny. There is no evidence whatsoever that even under 
the most liberal dispensation foreign investment inflow can bid fair 
to reach proportions that could replace the inflow of foreign credits 
in recent years. So in the short run the government simply cannot 
avoid some hard decisions to meet the immediate balance of 
payments problem. And wrong decisions now will queer the pitch 
for the long run as well. It was in the context of the precarious 
balance of payments situation that an observation of Kerala chief 
minister Nayanar, which went virtually unnoticed, acquires 
significance. In his plea for greater attention to the problems of 
Indian workers abroad, he referred to the rapid escalation in the 
inflow of remittances through illegal channels. The fact that in the 
past two years the quantity of gold smuggled into the country has 
almost doubled lends credence to the observation with regard to 
iliegal remittance inflows. The country might thus be able to tap 
a few thousand crore rupees in foreign exchange additionally every 
year by plugging this loophole, though doing so would call for a 
lot of imagination. Instead the mandarins in the finance and 


‘industry ministries prefer concentrating on so-called NRI invest- 


ments and foreign equity which together would not have added up ’ 
to more than a fraction of that figure in the entire past one decade. r | 
~ Allin all, bonhomie notwithstanding, the NDC meeting was little 

moje than a talking-shop and therefore hardly an improvement over 

past such meetings. There was little evidence that it was meant to 

be much more’than that. Are we so utterly lacking in ideas about 

how to make the NDC really effective? 
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POLITICS 
Changing Alliances 


THERE have been, in the immediate past, 
no discernible crises of the kind for which 
precedent has reserved the ‘national govern- 
ment’ formula. Yet after being in office for 
over six months and just three days after 
reiterating the stability of his government, 
VP Singh has made public his willingness 
to install a national government of all par- 
ties ostensibly in order to secure a national 
consensus on all critical issues. The prime 


minister’s reluctance to press the point after 


his initial announcement seems to confirm 
that the entire venture was no more than a 
response to the more than usually hectic 
manipulations in the perennially fractious 
‘Janata Dal. The ouster of Chautala, 
Bommai’s appointment as interim president 
_ of the party, the recall of Jagmohan from 
Kashmir and his compensatory nomination 
to the Rajya Sabha to appease the BJP and 
the peremptory dissolution of George Fer- 
nandes’ cell for reviving the political process 
in Kashmir have produced repercussions in 
the party which, while they posed no serious 
threat to V P Singh, have seriously embar- 
tassed the party and the government. 
Following Chautala’s removal from the 
helm in Haryana, Devi Lal has renewed his 
‘efforts to reassert his leadership claims. The 
‘energetic cultivation of Ajit Singh by Devi 
Lal has produced at least a temporary truce 
between the two rival claimants to Jat 
leadership. This was acconypanied by the 
tactical move to bring Mulayam Singh Yadav 
back into the fold and so restrict the axis 
in the offing of the three Yadavs—the chief 
ministers of Uttar Pradesh and Bihar and 
the minister for textiles at the centre. During 
the Sisauli outing, where in the presence of 
Chandrashekar and Ajit Singh he was pro- 
claimed the kisan’s prime minister by 
Mahendra Singh Tikait, Devi Lal risked the 
audience’s displeasure and backed Mulayam 
Singh Yadav on the payment of power 
charges by farmers as a concession to the 
‘kisan chief minister’. The consolidation of 
_astrong faction of the rural lobby has enabl- 
ed Devi Lal retain his power base in the 
party. Though scarcely of the kind which 
_¢an displace V P Singh just yet, it continues 
_ to serve him in influencing developments in 
the party. 
Simultaneously there was the subterra- 
nhean campaign against the home minister. 
-The 50 signatories to the letter demanding 
the mufti’s resignation belong to different 
factions of the party. Whatever the precise 
“source or motive of the move it can reasona- 
bly be interpreted as an attempt to pressurise 
the prime minister to oust a member of his 
Jan Morcha faction from a key position. 
About the same time came reports of a 
multi-party move to topple the government, 
rumoured to have been hatched by Chandra- 
shekar and Madhu Limaye. The idea behind 
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V P Singh and Rajiv Gandhi. All those 


‘named as being party to the move not only 


denied involvement but went on to express 
doubts about the need for a national govern- 
ment and warned of Congress(I) attempts 
to destabilise the government. It is perhaps 
the certain knowledge that all those address- 
ed would instantly reject his proposal that 
gave V P Singh the confidence to publicly 
air it. Having already dismissed the need for 
a national government and having stressed 
the evil designs of the Congress(I) all his 
detractors had erased their /ocus standi to 
endorse a proposal for an all-party govern- 
ment including the Congress(I). 

Since the prime minister was obviously 
not serious about his own proposal it can 
only be seen as a warning issued to adver- 
saries in his own party. In effect the proposal 
was merely an indirect assertion of his own 
indispensability and it produced the desired 
outcome. The BJP has already made it clear 
that it regards the November 1989 results as 
a mandate for V P Singh, a stand it is not 
likely to change for the party will not be keen 
to prop up, to its own disadvantage, the 
available alternative Dal leadership. 


Although the CPI(M) has been more reti- 


cent in this regard, given the BJP’s 
preference, the party is aware that a change 
in the Dal leadership is contingent on Con- 
gress(I) aid, something for which Left sup- 
port will not be forthcoming both for 
reasons of its election campaign and the 
adverse consequences to it from a partial fu- 
sion of a currently divided bloc. This latter 
factor applies equally to the BJP. Conse- 
quently, apart from being a manoeuvre 
against intransigence in the Janata Dal the 
prime minister’s move is a reminder to the 
Left and the BJP of the unpleasant possibili- 
ty of cenfrist dominance in the event of an 
all-party government. The outcome ran ac- 
cording to expectation with a fresh round of 
reassurances about V P Singh’s leadership 
and the stability of the government. Evident- 
ly the prime minister is playing Caesar. He 
is keenly alive to his own indispensability in 
a political conjuncture where all political 
groupings have neutralised each other. But 
V P Singh’s indispensability holds only so 
long as the newly elevated groups conform 
to the rationale that the ‘will to power’ 
dictates. 


PUNJAB 
Caught in a Trap 


A CASUAL visitor to the Golden Temple 


, on the afternoon of June 6 must have found 


it difficult to remember what happened there 
| six years ago. The government’s success in 
' preventing the ‘Shaheedi Samagam’ schedul- 
| ed to be held there in memory of those kill- 
ied during Operation Blue Star, in 1984 left 


oie alleged move was the fostallatiane of a’ 
\ national government excluding. the BIP, 


_ few straggling pilgrims 


the sie tones almost 
here 


officially claimed as a symbolic vi : 
the various militant and semni-sniiitant out- 


fits which had called for the ‘Samagam’. The 
militants had their turn the next day when 


almost entire Punjab came to a standstill in 
response to a ‘bandh’ call given by them— 
an achievement claimed by them as a sym- 
bolic victory over the government. 

But both the claims are hollow. Neither 
the government nor the militants can really 
claim any popular support for whatever 
cause they might be propounding. Although 
there was no demonstrative evidence of 
widespread resentment against the govern- 
ment’s ‘bandobast’ to prevent the ‘Samagam’ 
on June 6, the general Sikh public felt that 
heavens would not have fallen if the autho- 
rities had allowed the ‘Samagam’. Similarly, 
the next day, although shops and establish- 
ments remained closed and road traffic 
paralysed, the people seemed to have chosen 
to keep indoors primarily out of fear of trou- 
ble. rather than from a spontaneous desire 
to express solidarity with the militants. The 
pro-Khalistani demonstrations in defiance 
of curfew in the streets of Amritsar soon 
after Operation Blue Star seemed to be a 
thing of the past. 


Yet, at the same time, in certain villages 
in the border areas of Amritsar thousands: 
have been turning out to attend the ‘bhog’ 
ceremonies in memory of terrorists killed by 
the police. Officials of the Punjab administ- 
ration were quick to claim that they were 
organised at ‘gun point’ by the terrorists, 
while the latter claimed that they indicated 
the mass support for Khalistan. It seems that 
the truth lies somewhere in between. Two 
tendencies appear to be operating behind 
these much publicised -mass turnouts at 
‘bhog’ ceremonies. One, inmost of these 
villages where the writ of the state ad- 
ministration does not run, some individual 
leaders of terrorist groups have assumed 
authority—characters like Toofan, Bikramjit 
Singh, Jugraj Singh (who were recently killed 
by the police)—and are providing protection 
to the Villagers from attacks and extortions 
by criminal gangs as well as other terrorist 
groups and the police (the latter in Punjab- 
notorious for extortions). They have ac- 
quired the image of heroes in village folklore 
(like some of the legendary ‘baghi’ dacoits 
of Chambal) and when they are killed by the 
police, their ‘bhog’ ceremonies attract ge- 
nuine public sympathy. Two, oe feelings 
still run strong in the villages. A ‘boy’ from: 
the village may have become a smuggler, or 
a terrorist. But he is still considered by the 
villagers as ‘our boy’, even if he has become 
wayward. The death of such a ‘boy’ is always 
an occasion for a ‘bhog’ in the community— 
an occasion which is being exploited by the. 
terrorists for their sectarian cause. But the 


‘common villager in Punjab does not have 


‘any illusion about the cause of Khalistan. 
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As one farmer put it bluntly: “It is family 
ties, not political, which make us sympathise 
with them? "ate 
_ The Sikh villager in Punjab seems to be 
4 caught in a trap, between his pragmatic stake 
In profitable farming on the one hand and 
_ his clannish consanguinity with the wayward 
“boys’ of his village on the other. Police 
: persecution is driving more and more boys 
_ into the folds of either terrorism or the com- 
mon criminal underworld. The villager’s 
_ natural sympathy for these persecuted youth 
_ heed not be mistaken for commitment to 
_ Khalistani terrorism. The general feeling—in 
_ both Punjab villages and.cities—seems to be 


a one of disgust, both with the senseless kill. 


= ings indulged in by the Khalistani outfits 
(who are hopelessly divided) and with the 
_ pig-headed policy of indiscriminate persecu- 
‘tion indulged in by the administration. As 
_ long as this policy continues to feed the so- 
q called Khalistani terrorism, New Delhi can 
never hope to bring about any change for 
4 the better in Punjab. 
e 


_ WEST BENGAL 
_ Pyrrhic Victory 
q Ajit Roy writes: | 


E. IF as an ardent supporter of the West Bengal 
— Left Front in its contest with the Congress 


“a 


__ and the BJP, one was worried about its pros- 
pects in the Calcutta municipal elections, 
~ scheduled on June 17, one is definitely 
aghast at its eventual ‘victory’ secured. at 
~ gunpoint. Neither the victory nor the gun 
can be questioned at all. Compared with the 
¢ majority of one only in the previous house, 
-_ the Left Front has secured a two-thirds ma- 
' jority this time. As to the guns, they are evi- 
_ dent in photographs published in a number 
_ of Calcutta newspapers the day after the 
polls. Some of the photos show musclemen 
openly carrying firearms and crackfrs in 
both hands; at least one picture shows two 
- hoodlums openly brandishing firearms while 
- a policeman looks at the scene with bored 
- indifference. 
_ Newspapers, not all of which can be 


' dismissed as congenitally anti-communist, - 


are full of-reports about booth-capturing, 
’ intimidation and bogus voting. Of course 
~ there is no photographic evidence that the 
~ miscreants belonged to any particular party; 
but the demonstrative indifference of the 


i 


to the ruling front—a conclusion further 
reinforced by the fact that the display of gun 
_ power has actually paid rich dividends to the 
_ Left Front in the form of a stunning victory. 
_ The spectacular Left victory is incompati- 
‘ble with the commonly assessed popular 

mood in the city. Apart from the fact that 
barely seven months ago, the Congress| had 


ree aces LVS 


in the city proper with marginally more than 
50 per cent of popular votes, the recent Ban- 
_tala tragedy was not calculated to endear the 


ante Ss oS 


Nal 


MEF 


police undoubtedly points to their affiliation. 


bagged two out of the three Lok Sabha seats) 


f 


4 : 


Left Front to the middle class voters, even 


according to the CPI(M) stalwarts. Not only 


the horrendous nature of the crime, in which 
a female employee of the state health depart- 
ment and the driver of her car were most 


brutally murdered by a gang on the eastern 


fringe of the municipal limits of the city, but 
two other women occupants of the car also 
were for days hovering between life and 
death in a city hospital, what had a greater 
impact on the public mind was the heart- 


less superciliousness with which Jyoti 


Basu and another of his senior cabinet col- 
leagues dismissed the tragedy. That the con- 
sequent public uproar had made the leaders 
of the Left Front quite nervous about the 
poll prospects could be seen from many of 
their eve of election statements and speeches. 
All this was eventually and effectively 
countered with. ¢ynical mobilisation of 
musclemen and naked use of fire-power. 


This only shows that the Calcutta com- 
munists have learnt or unlearnt nothing 
from the collapse of the communist rule in 
the eastern European countries. They have 
not learnt the simple truth that in today’s 
world brute force can no longer keep the 
people under tutelage for any length of time; 
it is only the moral-ethical superiority that 
can ensure a stable power base. _ 


If the publication on the eve of polls of 
a press report about castigation of the West 
Bengal Left Front government by the 
Czechoslovak president Vaclav Havel, 
Poland’s Solidarity leader Lech Walesa and 
some other international leaders and agen- 
cies for its supposed repression of and 
violence against the Ananda Margis had 
been viewed by all Left Front supporters as 
uncalled for and unfounded outpourings 
with anti-communist motivations, the recent 
conduct of the Calcutta communists lends 
post-facto legitimacy to the basic substance 
of their allegation—that is, a proneness to 
suppress freedom of opinion and action of 
the regime’s opponents. This is dangerous 
for democracy and has to be opposed and 
remedied. 


The glibness with which the chief minister’ 
and the sécretary of the CPI(M) West Bengal © 


state committee are congratulating them- 
selves and theirsupporters for the ‘convin- 
cing’ victory in a ‘peaceful’ election is no 
more than a crude recourse to hackneyed 
Orwellian phraseology. 

Recent history is replete with examples of 
tragedies that eventually destroyed the prac- 
titioners of cynical poll riggings and the 
sooner the Calcutta communists realise the 
dangers of a pyrrhic victory secured this way, 
the better for themselves, the country and, 


above all, the cause of communism. 
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SUPERPOWER SUMMIT 
Changed Priorities . 


OF the various issues discussed by Bush and, 
Gorbachev at their recent summit meeting, 
two—the reunification of Germany and con- 
nected details and other ‘regional’ conflicts— 
stood out. German reunification was one of 
the issues that dominated the summit, 
whereas the other regional conflicts received 
relatively limited attention, providing further 


confirmation of both the diminishing im- . 


portance of the third worid in superpower 
equations and also of the desperate attempts 
by the US and the Soviet Union to shore up 
their influence in an ascendant Europe. 


Two other areas were tackled with greater 
finality—arms issues, and bilateral economic 
and cultural agreements—from which Gor- 
bachev stands to benefit enormously. The 
treaty on chemical weapons and the agree- 
ment on strategic arms reduction that the 
leaders signed further contribute to the ob- 
jectives of Soviet ‘new thinking’. But of great 
potential gain was renewed evidence during 
the summit of the domination of the Bush 
and Baker line regarding American policy 
towards the Soviet Union, which argues for 
American support for Gorbachey’s domestic 
economic and political programme. Bush 
delinked the Lithuanian issue, regarded 
earlier as a major hazard to the summit’s 
success, as only ‘one of the thorns in the 
side of an overall relationship”, to sign a 
trade pact in the face of US Congress disap- 
proval of Gorbachev’s sanctions against 
Lithuania, thereby partially removing the 
first hurdle in the Soviet Union attaining the 
most-favoured-nation status. Pressure from 
Israel and the powerful Jewish lobby in the. 
US has erected the other hurdle—the de- 
mand for the Soviets to ‘liberalise’ their 
emigration laws. The benefits of being 
granted the MFN status will be weighed 
against the hazards of unchecked emigration 
and the returns from Soviet support for 
Arab opposition to the settlement of Soviet 
Jews in the Israeli occupied territories. 

Further renewed evidence at the summit 
was of the generally reduced importance of 
regional conflicts in US and Soviet strategic 
thinking. Conflicts, the likes of which had 
fatally damaged the detente of the seventies 
and heightened the second ‘cold war’, were 


-briefly discussed and later mentioned only 


in passing. The dominant view in the respec- 
tive administrations is that regional conflicts 
ought not to act as barriers to US-Soviet 
bilateral relations. Bush’s stance at the sum- 
mit regarding Lithuania is an application of 
this policy, but to~conflicts of a different 
sort. 


MANGER 
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This general diminution of the third 
world’s importance in superpower eyes 
sharply contrasts with the growth of 
Europe’s importance. To that extent, the 
summit became merely a venue for the con- 
tinuing dialogue on German reunification 
and European security. The differences that 
persisted at the summit over a unified 
Germany’s relationship with NATO and over 
Gorbachev’s proposal of a Greater European 


Council based on the 35-nation Conference . 


for Security and Co-operation in Europe 
(CSCE) form part of the continuing strug- 
gle by the superpowers to cling to past 


dominance in a now resurgent Europe. With. 


the prospect of a reunified Germany becom- 
‘ing the centrepiece of an integrated Euro- 
pean, Community, the only way for the US 
to retain influence is via military domina- 
tion. This necessitates the continued exis- 
‘tence of NATO with Germany under its con- 
trol as a member. Hence the shrewd US pro- 
posal to the Soviets of a NATO-member 
’ Germany with the sop, among others, of a 
ceiling on troops in Germany, and of a Ger- 
many without nuclear weapons. Soviet pro- 
posals also serve more than one purpose. 

_ Their suggestions of a Europe-wide security 
system based on the CSCE negates NATO 
and a nearly redundant Warsaw Pact. It 
would ensure continuing influence for the 

* Soviet Union, reduce the threat of Germany 
“and sideline the United States in Europe. 


SOVIET UNION 
Isolationism 


ACCORDING to press reports, the Soviet 
Communist Party has decided not to invite 
any foreign delegations to its forthcoming 
28th Congress scheduled to begin in Moscow 
on July 2. This is a big departure from the 
party’s practice till the previous congress 
held only four years ago. If one’s memory 
is not playing tricks, the CPSU had invited 


to its last congress delegations from not only ~ 


its fraternal communist parties, but also 
from some bourgeois parties like the Indian 
National Congress. 

The ostensible reason offered for this 
departure is that the coming congress will 
be primarily concerned with internal issues 
of the party and the country. True. But does 
this really justify this isolationism? Do not 
the internal issues of the CPSU and the 
USSR—relating to the developments in the 
oldest and most powerful socialist society 
in existence—concern the whole world? 
Should not the world forces involved in the 
Struggle for safeguarding the historical 
edifice of socialism be given an insight 
into the problems inherent in‘ this historic 
situation? 

For long critics of the world communist 
movement had held that it was being guided 
by the CPSU in a manner so as to serve the 
national interests of the Soviet state. Even 
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is more Ra tics ofeseuratieeatagrall 
made some years ago by a diplomat from 
an east European country essentially con- 
ceded the point. He had said, each socialist. 
country formulates its policies primarily to . 
serve its national interests while trying to 
make an optimal adjustment with its inter- 
national concerns. But the Soviet party’s pre- 
sent decision implies something much more. 


" negative. It is almost an open repudiation 


of any concern about the fate of world” 
socialism, which can only be safeguarded by 


international efforts. 
Or, perhaps, the CPSU leaders are worried 


that the quarrels and confrontations among 
various trends and segments that are likely 


BUSINESS 


OILSEEDS 


Delayed Decision 


on Imports 


THE way the National Front government 
has gone about dealing with the emerging 
edible oils situation is a telling illustration 
of gross mismanagement which is amply 
borne out by the unprecedented rise in 
prices. The edible oils market had all along 
been displaying a distinctly firm tendency 
since about the middle of December. Bullish 
fervour reached a feverish pitch early this 
month. On June 5, ‘groundnut oil which 
generally sets the tone for the entire market © 
pierced through the upper limit of the revised 
price band—Rs 28,000 a tonne (wholesale)— 
and three days later it touched an all-time 
high of Rs 29,700 a tonne, reducing the 
NDDB, which never seems to tire of extolling 
its role as a market intervention agency, to 
the position of an altogether helpless 
spectator. ! 

The phenomenal upsurge in edible oil 
prices (see table below) cannot be dismissed 
as a monetary phenomenon or the handiwork 
of anti-social elements in the trade. Several 
factors have contributed to the unabated rise 
in prices. These include (1) failure to assess 
properly the supply-demand gap and its like- 
ly impact on prices, (2) inadequate imports 


TABLE: MOVEMENTS IN EDIBLE OIL PRICES IN BOMBAY 


(Rs per 10'kg) 
A Se on See cee te een et nae ee eR OR ee AN LE NE aS, Mc 
Prices on Per Cent Per Cent Per Cent Per Cent 
13-6-90 Change Change Change Change 
Since Over One Between Over 12 
Mid-Dec ’89 = Month May 28 and = Months- 
June 8, ’90 


a a a oe eee 


Groundnut oil 289.50 + 41.2 
Sesame oil 265.00 + 35.9 
Kardi oil 285.00 — 2.7 
Refined cottonseed oil 251.00 +42.6 
Refined soybean oil 244.00 +37.8 
Refined rapeseed oil 234.00 +32.2 
Ricebran oil (edible) 205.00 +37.6 


a Pa Re a a ca a 
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“to peas ‘the: congress may t 
barrassing for them. But, why? Open 
tical conflicts used to mark the deli tions 
of the Russian Communist Party in Lenin’s a 
time till the 10th Congress in 1921 when, ye 
confronted with the most serious threat of 
counter-revolutionary onslaughts, he imposed _ 
a ban on inner-party factions, which, — 
however, he assured repeatedly would be — 
temporary, that is till the counter-revolu- _ 
tionary threat was removed. It was Stalin © 5 
who made the temporary ban permanent 3 
and utterly absolute. Why should Gorbacherg 
shy away from an open exhibition of a prac- 
tice in accord with Leninist norms which he 
repeatedly promises to restore in party i’ 


to bridge the gap attributable as much to” 4 
paucity of foréign exchange as to obsessive — 
concern about promoting growers’ interests — 
through higher prices in complete disregard — 
of consumers’ interests, (3) indiscreet — 
ministerial pronouncements over-empha- — 
sising the need for ensuring incentive prices — 
to growers and the foreign exchange crunch, » 
(4) upward revision of the price band for © 
groundnut oil from Rs 20,000/Rs 25,000 to — 
Rs 22,000/Rs 28,000 a tonne, (5) uncalled-— 
for and ill-conceived intervention by the 
NDDB, encouraged in no small measure by _ 
the patronage extended by the deputy prime _ 
minister and, agriculture minister Devi Lal 
who is all out to woo the farming commu- ~ 
nity, and (6) lack of proper co-ordination, 
among the concerned ministries—civil sup- 
plies, agriculture and finance—for evolving 
an effective strategy to deal with issues aris- 
ing from the serious shortfall in indigenous 
availability of edible oils. 


The spurt in edible oil prices between May 
28 and June 8 which assumed really worri- 
some proportions has been attributed to the ~ 
leaking out of the hitherto secret figure of — 
the stock held by the NDDB—70,000 tonnes 
of groundnut oil/mustard oil—and the 
diversion of some 24,000 tonnes of — 
palmolein imported by the STC, originally 
meant for beefing up NDDB’s buffer stock, 
for release by the civil supplies department 


= 


+11.2 + 9.2 +37.8- 
+ 6.0 + 8.0 + 33.2 
+11.8 + 11.5 +33.8 
+13.1 + 8.6 +33,9 
+12.4 + 6.6 +32.6 
+ 9.3 + 6.0 + 36.0 
+ 6.2 +13.6 +349 


r DS). is 


exploit | every situation to its advantage. 
he trade could not possibly have missed the 
Opportunity when it became known that oil 


of 70,000 tonnes. Little wonder that ground- 
~ nut oil was bid up to an all-time high of 
~ Rs 29,700 a tonne (Bombay) on June 8. The 
NDDB will be indulging only in self-delu- 
sion if it thinks it can influence the market 
simply by maintaining secrecy of its operas 
| tions and stocks held by it. Purchases ef- 
fected in the market—be it domestic or 
_ international—can neyer remain a secret for 
g long. Only the timing of the purchase and 
__ sale can be kept a secret till the actual opera- 
_ tion is complete. Secrecy about the timing 
of purchase and sale operations needs to be 
a - distinguished from the volume of purchases 
2: _and sales. The possible implications of the 
: secrecy factor ‘can be easily exaggerated. 

_ In retrospect it is now clear that the 
_NDDB’s refusal to disclose its oil stocks 


_ stocks held by it were so small that the 
- disclosure of the figure would have had an 
_ immediate bullish impact on the market. 
~ Since the prices of groundnut oil and 
4 mustard oil never came very close to the 
lower limits of the price bands there was 
3 never any-need for the NDDB to effect any 
~ purchases to support the market. Its procure- 
- ment operations could be justified only on 

_ the ground that it is always good and pro- 


irrespective of the size of the crop as it helps 
- to minimise the scope for exploitation of the 
4 small and needy farmers by the private trade. 
» eBut commercial purchases by the NDDB 
: should not be allowed to masquerade as 


visaged under the integrated policy for 
_ oilseeds. 

- If the market situation did not warrant 
any intervention by the NDDB as a buyer, 
itis also in no position to intervene as a seller 
4 to check the rise in prices beyond the upper 
_ limits of the price bands, the stocks held by 
- it being too small to make any impact on 
_ the market. it hardly need be mentioned that 
_ NDDB’s ability to enforce the upper price 
limit depends entirely on the adequacy of 

stocks of imported oil. Significantly, the 
NDDB has always been opposed to the idea 
of making good the shortfall in domestic 
_ supply through imports, its main argument 
being that imports hamper the drive for 
achieving self-sufficiency. Under conditions 

_ of shortfall in indigenous supply, the NDDB 

‘ cannot expect to acquire large stocks from 

the domestic market without giving a big 

push to prices. There is no escape from im- 
ports if edible oil prices are to ‘be contained 
within prescribed limits. The quantum of 
imports will depend on one’s perception of 
the desired level of prices on the high side. 
The rise in edible oil prices having assum- 


ee 


4 


‘the public distribution system : 


— Itis faWiral re ugh Gi. the private de 


; stocks with the NDDB stood at the low level’ 


must have been mainly due to the fact that. 


: _ fitable to effect purchases at the harvest time | 


market intervention operation (MIO) en- 


ed political dimensions, aie cabinet commit- 


tee on prices headed by V P Singh which met 


in New Delhi on June 13 agreed to resort to 
additional imports of edible oils in the cur- 
rent oil year (November-October). The com- 
mittee discreetly avoided mention of the 
quantum of imports. All it said was that 
sufficient foreign exchange would be made 
available to import the required quantity. It 
has also been reported that PDS supplies are 
to be shored up and the NDDB has been 
authorised to undertake judicious market in- 
tervention measures through a combination 
of imported and domestic oil: This has given 
rise to all kinds of conjectures about the 


_ quantum of imports and NDDB’s operations. 


The decision on imports is a belated but 
welcome recognition of the stark reality of 
the serious imbalance between indigenous 
supply and demand. The union civil supplies 
minister Mirdha has reckoned this gap at 
10-11 lakh tonnes whereas imports allowed 
so far have been‘of the order of some four 
lakh tonnes (exclusive of one lakh tonnes 
committed by the previous regime). Not all 
the oil has reached thé country as yet. Had 
the government decided on ‘additional im- 
ports much earlier edible oil prices would 
not have risen the way they haye, 

NDDB has been pleading for direct im- 
ports of edible oils to enable it to effective- 
ly enforce the upper limits envisaged in the 
price bands. Since import of edible oils is 
highly -profitable—the landed cost of 
palmolein is less than a third of the domestic 
oil prices, there is no good reason why the 


government should hand over this profitable : 


business to the NDDB when the STC is’able 
to do the job equally well, if not better, 
because of its vast experience. It is only pro- 
per that the government retains full control 
over the allocation of imported oil and its 
release prices. The NDDB should be satis- 
fied if an adequate quantity of imported oil 


_ is made available to it ata little below the 


upper limit of the price band for groundnut 
oil. In an economy of shortages streamlining 
and strengthening of the PDS has got to 
form an integral part of any meaningful 
policy for edible oils. The beneficiaries-need 
to be properly identified. 

The government’s reported decision to 
make available ‘sufficient foreign exchange’ 
to import the ‘required quantity’ of edible 
oils has not made any noticeable impact on 


the market immediately. How lean will be 
the lean period after about the middle of 


July and the prices consumers will have to 
pay for edible oils is difficult to say: Much 
will depend on the quantum of oils the 
government will be importing as also on the 
progress | of the south-west monsoon. Weather 
pundits expect tie monsoon to be good but 
requirements of different crops in different 
regions vary considerably. Nothing can be 
taken for granted till the crops-are ready for 
harvesting. This is why the concept of buffer 
stock acquires significance but building of 
buffer stocks raises many ticklish issues, 
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TWENTY YEARS AGO 


EPW, June 13 and 20, 1970 


The Mahalanobis idea of adding 
one million tonnes of additional steel 
Capacity,-every year may now be 
implemented—10 years behind schedule, 
Three new public sector steel-plants are 


to be set up in the Fourth Plan and — 


the steel ministry has initiated discus- 
sions with the state governments in- - 
volved regarding the location of these 


| projects and the programming of their 


construction... 


* * * 

The American intervention in Vietnam 
has been one long exercise in wishful 
thinking. It displays a long, dreary list 
of short-cuts which have failed to pacify 
Vietnam. Was Nixon’s decision to invade 
Cambodia yet another attempted short- 


cut to end the war in Vietnam? | 
It is.more than likely that the 


American administration supplied, with 
the usual, optimistic, quick-kill advice of 
their military advisers, saw the overthrow 
of Sihanouk as a heaven-sent opportuni- 
ty to wipe out Vietcong strongholds in 
‘Cambodia and, hopefully, inflict a: 
grievous and possibly mortal blow to 
Vietcong: operations in Vietnam. Once 
more the American policy-makers 
thought they could find a military short- 
cut to énd the tenacious political loyalties 
which the Vietcong have engendered over 
decades of patieht political work among 
the people of Vietnam...’ The con- 
sequence of this penchant for short-cuts 


is very likely to be a lengthening of the») 


war in Vietnam. 


* * * 

Over the past year, government has 
shown a new’ readiness to. go into the 
details of the oil refineries ‘situation. 
Now, based on the Shah Committee’s 
recommendations, government has 
undertaken rationalisation of petroleum 
product prices and revision of the pacts 
with the foreign refineries. 

For all this rationalisation and revi- 
sion, the subsequent savings pale into 
insignificance against the enormous 
foreign exchange bill that will have to be 
borne over the next five years.on account 
of crude oil. The Fourth Plan anticipates 
a rise in demand for petroleum by 
1973-74 to 26 million tonnes against 
today’s 16 million tonnes. Imports of 


| 


20 million tonnes of crude (twice the | 


quantity today) is thus on the cards and 


the Shah Committee estimates that, at | 


the current rate of freight increase, the 
freight bill alone would be $ 50 million 
in another five years. 
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ORGANIC CHEMICALS LTD 
t NOME eeeruek as cae Bree 
We hereby notify for the information of the public that Vam Organic Charis Limited propose to make an application 10 is 


the Central Government in the Department of Company Affairs, New Delhi under Sub Section (2) of section 22 of the Monopolies ; 
and Restrictive Trade Practices Act, 1969 for the approval to the establishment for a new undertaking/unit/division. Brief particulars 


of the proposal are as under. 


'- 4. Name and Address of the Applicant: 
Vam Organic Chemicals Ltd., 
3rd Floor, Skyline House, 
85 Nehru Place, NEW DELHI - 110 019. (Rs. in lakh) 


. Capital structure of the applicant organisation : Equity Preference 
a) Authorised _ t 1460.0 ; : 
6) Issued and Subscribed 516.42 
c) Paid up 516.098 


3. Management structure of the applicant organisation indicating the names of directors including managing director/wholetime 
director and manager, if any. 
The company is managed by the Board of Directors consisting of: \ 


. Shri M. L. Bhartia Chairman 

. Shri S. S. Bhartia Managing Director - 
. Shri H. S. Bhartia Wholetime Director 
. Shri U. S. Bhartia Director ae 
. Shri A. S. Bhartia : : Director 

. Shri Arbinda Ray , Director 

. Shri PK. Khaitan : Director 

. Shri S. S. Kanoria | Director 

. Shri J. B. Dadachanji Director 

. Shri R. K. Bhargava Director 

. Smt. Sunanda Prasad - Director 

. Shri Lalit Srivastava Director 


. Indicate whether the proposal relates to establishment of a new undertaking or a new unit/division 


A new Division | 
. Location of the new undertaking/unit/division 
Gajraula, Moradabad Distt., U.P . 


. Capital structure of the proposed undertaking 
As mentioned in Sr. No. 2 


. Incase the proposal relates to the production, storage, supply, distribution, marketing or control of any goods/articles, indicate. 
(i) Name of the goods/articles and proposed licensing capacity: 
EVA Emulsions — 10000 MT/Yr 
(ii) Estimated annual turnover : Rs. 35 Crores 

. In case the proposal relates to the provision of any service state the volume of activity in terms of annual measures such 
as value, income, turnover, etc. 
Not Applicable 


. Cost of Project : Rs. 9.00 Crores 


. Scheme of finance, indicating the amounts to be raised from each source: 


Internal Accruals : — Rs, 3,00,00,000.00 
Borrowings : — Rs. 6,00,00,000.00 


Any person interested in the matter may make a representation in quadruplicate, to the Secretary, Department of Company 
Affairs, Government of India, Shastri Bhavan, New Delhi within 14 days of publication of this notice, intimating his views on 
the proposal and indicating the nature of his interest therein. 


For VAM ORGANIC CHEMICALS LIMITED 


(Sd/) 
| (S.S. BHARTIA) 
Dated this 21st day of June 1990. MANAGING DIRECTOR 
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It is 1s a fiercely conservative nation. The brashness of a Biju 
Patnaik who, through a chief ministerial ukase, has ordered 5 
‘minimum wages for unskilled agricultural workers in Orissa to be 
‘raised from Rs 11 to Rs 25 per working day, endangers the 


de Oe PNY 


conservative cause, including the cause of the hidebound elements 
‘in trade union bodies and peasant organisations. 


IT isa sort of home-coming, Binnads 
Patnaik, Orissa’s incumbent chief 
minister, had held this office even in the 
F early sixties. In between, he was a cabinet 

_ minister at the centre, and, on several 

~ occasions, went through what newspapers 
b- _ describe as vicissitudes of fortune. These 
’ latter events have left him unruffled. For 
_ years on end, the pattern of the polity has 
been messy beyond words. He has somehow 
_ found a role to play in this mess. Orissa 
_ May appear to have only a casual presence 
in the country’s map, but Biju Patnaik is 


unlikely ‘to be marginalised: his flam- 


_ boyance fits neatly with the general pic- 
~ ture, which tends to be always overdrawn. 
_ _Hehas once more established the point, 
~ by doing something quite unusual even for 
-him. Through a chief ministerial ukase, 
he has ordered minimum wages for un- 
_ skilled agricultural workers in Orissa to 
~ be raised from Rs 11 to Rs 25 per working 
- day. That is, by a stroke of pen, he has 
- more than doubled the rural wage rate in 
the state. Biju Patnaik has not been 
- known in the past for taking any parti- 
cular interest in the problems of agricul- 

- tural labour. The genre of politics he has 
preferred is ‘wheeling-dealing’.. He has 
now proved that he is capable of spring- 
ing a surprise, whatever the season and 
howsoever ‘late or early it is in the day. 
Two-thirds of the nation’s working 
population continue to depend for their 
livelihood on farm operations. At least 
one-half of them are landless, hiring 

- themselves out as wage-labour. According 
to data not easily refutable, in state after 
state, their real earnings have hardly moved 
up during the past quarter of a century. 
They, at the same time, happen to be the 
most substantial vote bank in the coun- 
‘try. This vote bank of course has some 
extraordinary features. For distance keeps 
its constituents apart, including linguistic 
and cultural distance. Their levels of cons- 
ciousness are disparate. Their mobilisation 
along class lines, i in terms of extent as well 
as depth, varies greatly between region 


and region. International development 


diplomats had been unsure on what to 
recommend to change the plight of 
agrarian labour in abysmally poor coun- 


tries such as ours. Diplomacy does not go 
with rude proposals such as for land 
reforms. Necessity is however the mother 
of inventions. The trickle-down theofem 
was invented to bail the smooth interna- 
tional set out of their’ predicament. Please 
have no worry, once production picks up, 
and at least some people come to higher 
incomes in the countryside, irrespective of 
whether any specific, direct measures are 
taken to improve the quality of income 
and assets distribution, the poorer 
peasants are bound to gain, the prosperity 
of their rich neighbours will rub off on 
them too. 
Evidence in:support of this optimistic 
prognostication has been few and far bet- 
ween. That has not deterred the admirers 
of the theorem from practising it vigorously 
and raising the incomes and earnings of 
the rural rich by, for instance, continuous 
rounds of increase in farm prices across- 
the-board. Times without number, their 
attention has been drawn to the reality of 
the overwhelming dependence of the small 
farmer and the landless labour on the 
market for obtaining their needs of con- 
sumption. Lobbyists of high ‘remune- 
rative’ prices for farm products have re- 
mained unfazed. A rise in farm prices 
hurts the preponderant segments of the 
agrarian community, who have to buy 
most of their food from the open market. 
Grain prices rise, either on account of 
market factors or because the government 
lends a hand to push them up. Wages 
however do not follow suit; in most states, 
the unionisation of rural labour lags way 
behind, This, the more cynical ones 
amongst the commentators will perhaps 
remark, is an optimal situation for ruling 
politicians: they keep expressing their solid 
support for the cause of the dispossessed 
peasantry, but there could be for them no 
sweeter development than what has come 
about; the rise in prices intensifies the 
dependence of farm labour on the pros- 
perous farmers and village mahajans, and 
thereby strengthens the vote bank. 
But a cynic will say anything. And, up 
to a point, politicians,.at least some of 


them, have to be taken at their face value. 
Which is where Biju Patnaik comes in 
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once more. He can claim with some justi- 
fication that he has not waited for Godot, 
he on his own has ordered prosperity to 
travel down to exploited agrarian labour. 
He has, at one stroke, more than doubled 


‘money wages for farm workers. He has 


proved his own credentials; it is now for 
others to take up the cue. 


The cue has not been taken up, taken | 


up at all. Other state governments have 
scrupulously stayed away from expressing 
any intention to follow the Orissa example. 
Of even greater significance is the thunder- 
ing silence on the part of the Kisan Sabhas 
and trade union bodies. They, one would 
have thought, were going to jostle against 
each other to congratulate Biju Patnaik 
and offer him thanks and felicitations. 
They have done no such thing. Scan the 
newspapers since the day the Orissa chief 
minister’s order was issued. Not one unit 


of a peasant or trade union body—of any . 


political colour—has bothered to issue a 
statement in support of the Orissa deci- 
sion. No peasant organisation has pressed 
forward with the view that other state 
governments should now announce similar 
general increases in farm wages in their 
own states. The demand to double or triple 
farm wages overnight has a catchiness 
about it which should attract the conven- 
tional working politicians, but this parti- 
cular one has not found any takers despite 
Biju Patnaik’s dare-devil gesture. Why this 
has been so can indeed be staple for specu- 
lation. Do the Kisan Sabhas resent being 
pre-empted, and is it their petulance at 
being upstaged which is showing up in 
their observed lack of grace? Or has the 
indifference other, deeper roots? Peasant 
bodies in the country are notorious for 
their heterogeneous -class character; a 
doubling of farm wages may not be altoge- 
ther to the liking of at least some of those 
who guide the destinies of these organisa- 
tions. A rise in farm prices straightaway 
augments the incomes of the better-off 
peasantry. On the other hand, otherthings 
remaining the same, an increase in wages 
detracts from their net earnings. They 
should not be too greatly worked up. 
When the season for negotiations arrives 
for fixing the procurement prices for 
wheat and other grains or the minimum 
price for sugarcane, the rise in farm wages 
sould be cited as an additional reason for 
demanding a further steep increase in 
these prices. But this point of view does 
not cut much ice with the farm lobby. 
Since the demand for ever higher procure- 
ment and minimum prices has been in- 
stitutionalised and is automatically 
granted each year for each and every crop, 
lobbyists do not need any additional argu- 
ment of substance to strengthen their plea. 
On the contrary, if the gimmickry Biju 
Patnaik has indulged in catches on and 
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affects policy in the other states, including | 


in the north-western states, there is a ge-- 
- nuine danger of income beginning to be 


distributed a little more evenly in the 
countryside, Farm lobbies cannot envisage 
any greater calamity to visit them. Since, 


__ by their own definition, they constitute the 


nation, no greater calamity could visit the 
nation either. Those\ who, arrange huge 
peasant rallies on the lawns of New 


_ Delhi’s Boat Club and pour down dema- 


gogic addresses on the rented crowd, are 
consistent in their behaviour and attitude; 
they have not, even absentmindedly, ever 
referred to the need to mount presssure 
on the government so as to force it to 
legislate for higher farm wages. Their 
economics is impeccable. To nag the 
government on this issue, they realise, is 
in effect to nag themselves. They are no 


fools. They know how to use to their best 
advantage the crocodile tears they shed in 


empathy with the cause of the poor kisans. 
And now Biju Patnaik has to come and 
spoil everything. 

‘Open opposition to the Patnaik faux 


| pas may be embarrassing. But perhaps in- 


= 


tellectuals of what can only be described 


as the Haryana breed will now move centre- . 
_ Stage. On their urging, behind-the-scene 


parleys will take place to make the Orissa 
chief minister comprehend the disastrous 


implications of his impetuous decision. - 


_ Since what Haryana thinks today, the rest 


-of the country must jolly well think 


tomorrow for otherwise the government 
in New Delhi will be scuttled, perhaps the 
Orissa order will be reviewed, and, in due 
course, mutilated beyond recognition. 
Already the Orissa government has been 


_ persuaded to issue a clarification to the. 


effect that the chief minister’s proposal is 
being considered by the state’s minimum 
wage revision committee, which has 
already received three hundred seventy-six, 
no less, objections to it. A subsequent 
press note issued by the state government 


’ could say that, taking into account ‘prac- 


tical’ considerations, the implementation 
of the chief minister’s order is to be spread 


» Over the next three years, or the next five 


- 


years. By which time inflation, hopefully, 
will take the sting out of it. 

There have been flutters in other dove- 
cotes though. The Orissa Sugarcane 
Growers’ Association, livid with rage, 
heckled the chief minister when he went 
to speak to their annual conference; ac- 


. cording to rumour, this organisation is 


managed by a supposedly left political 
party. More predictably, the Orissa 
chamber lof commerce has registered its 
angry protest.against the chief minister’s 
order. To raise farm wages, it states 
altogether logically, is to give a nod to fac- 
tory wages to spiral upwards, for the af- 
fluent farmers are now bound to charge 
a higher price for their grain, and workers 
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“would like to be col Sencsted tor tha t. interes 
ly weak state tra 4 

sing the ‘early phase of | industrialisation, 
"will be unable to cope with pressures rising 


Orissa, an economical 


wage-costs will unleash, The outcome will — 
be economic retrogression accompanied - 
‘by an accentuation of rural-urban tension. 


Private investors will consequently be 


reluctant to come to the state, and the 
chief minister’s dream of an industrially 
exuberant state will fall by the wayside. 


‘The chief minister, who is otherwise so 


sensible, should therefore retrace his steps. 
In case you are a devout believer in free 


market principles, you could argue that. 


such tension as the Orissa chief minister’s 
order might yet generate will be altogether 
to the good of the state and the nation. 
Once the town-country dialectics matures, 
it will quicken the pace of mobilisation of 
partisans in different fronts. Bouts of 
bargaining will ensue between the land- 
lords and the rich peasants on one side 
and landless labour on the other, between 
the surplus-raising farmer and the mid- 
dleman, between the latter and the urban 
purchaser, who can be either a factory 
worker or a housewife or an industrial 
processor. At the other end of the spec- 
trum, tussles will start between factory 
workers and industrial tycoons over the 
demand for compensatory wage increases 
following the rise in food prices. As these 
encounters develop, new combinations of 
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. the industrial bourgeoisie, mer 
- capital and rich farmers, which cu 
dominates the national political : scene, has 
sustained itself through the decade 
through a policy of mutual subsidisation. — ‘a 
The cost of the round robin subsidies has — 
been passed on to the national exchequer. _ 
The outcome is open-ended deficit finan> 
cing and unbridled increase in national — 
debt. This experiment, there is i reas 
indication, is reaching the end of its 
Were a new tension to develop, such ast 
evoked by a rise in farm wages leading ea 
a rise in input costs which could not qui 
be loaded on industrial prices, eee 
political possibilities might arise, possieg 
bilities which, if imaginatively exploit 
cduld extricate the nation from the fiscal 
crisis, and not just from the fiscal cristae ; 

It is however a fiercely conservative na-_ 
tion. The brashness of a Biju Patnaik en-— 
dangers the conservative Cause, including © 
the cause of the hidebound elements in~ 
trade union bodies and peasant organisa-_ 
tions. The Orissa chief minister may 
therefore yet see reason and revise his ° 
order. He may be advised to turn his flam-— 
boyance to worthier directions, such as for © 
putting together a ‘national’ government © 
consisting of all hues, and which will not 
hurt a fly. 
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31.3.1989 


2080.00 
1217.28 
190319.15 
20049.56 


1230.98 
5381.66 


~ 77505.61 


5512.07 


0.04 


303296.35 


 $1.3.1989 


15887.87 


7205.08 


2665.97 
471.00 


26229.92 


® 


’ Bills for Collection Being Bills 


STATE BANK OF BIKANER AND JAIPUR 


ABRIDGED BALANCE SHEET AS AT 31ST MARCH, 1990 
(RUPEES IN LACS) 


CAPITAL AND LIABILITIES 31.03.1990 


Subscribed 
Capital: 
Reserve Fund and Other 
Reserves 

Deposits and other Accounts 


and Feld-up 


1683.44 
228098.39 
Borrowings from other Bank- 23544.09 
ing Companies, Agents etc. 
Bills Payable 1303.92 
9545.45 
Receivable as per contra 


Other Liabilities 6021.87 


Acceptances Endorsements 
and. Other Obligations per 
contra 

Balance of Profit 


6653.21 


0.06 


278930.43 


2080,00 


31.3.1989 PROPERTY AND ASSETS 


_ 93863.92 ° 


{ 


63804.82 


121607.12 
5381.66 


5512.07 


706.87 


676.41 | 


11743.48 


303296.35 


Cash: In hand, with RBI,SBI & 
Notified Banks 

Balance with Other Banke’ 
Money at Call and Short 
Notice 

Investments! 


Advances ; 

Bills Receivable being Bills 
for Collection as per contra 
Constituents’ — Liabilities . for 
Acceptances, Endorsements 
and other Obligations per 
contra — 

Premises 


Furniture, 
Vehicles 


Fixtures . and 


1 


Other Assets 


PROFIT AND LOSS ACCOUNT 
FOR THE PERIOD FROM 1ST APRIL 1989 TO 31ST anCH 1990 


FROM 
/ 414.1989 
EXPENDITURE oe) 


31.3.1990 


Interest Pald on Deposits, 16844.79 


’ Borrowings ete. 


Salaries, Allowances etc. 6190.49 
2442.66 


Other Expenditure 
478.02 


Profit 


25955.96 


FROM 
1.1,1988 
TO 


31.3.1989 


22592.60 
3635.84 


1.48 


26229.92 


INCOME 


Interest and Discount 


jCommission, Exchange and 
Brokerage etc. 


Other Receipts 


** OUR MOTTO- CUSTOMERS SATISFACTION ”’ 
| a a es ee es a 


June 16-23, 1990 


31.3.1990 


32321.00 
493.86 

Nil 
\ 78058.62 


137860.37 
9545.45 


6653.21 


874.38 
864.08 
12261.46 


278930.43 


31.3.1990 
22966.24 
2989.72 


Nil 


25955.96 


1299 


1300 


Rs. in Crores 


87.50 
101.22 


10734.84' 


7 


. Capital 96.41 
. Reserve fund & Other 106.45 


. Borrowings from 


\ 


31.3.1989 


Rs. in Crores 


1267.42 
424.18 


Rs. in Crores 


Reserves . 

Deposits & other Accounts |13033.47 331.33 
2852.07 
other Banking 6291.43 


Companies, Agents etc. 


. Bills Payable 


Bills for 
collection being 
Bills Receivable 
as per contra. 


. Other Liabilities 
8. 


Acceptances, 
Endorsements & 
other obligations 
per contra. 


. Assigned Capital 


held at our 

branches in 

foreign countries 
under local 

Banking Regulations/ 
Law per contra. 


. Liabilities pertaining 


to closed funds in 
Pakistan per contra. 


. Balance to be 


transferred to the 
Central Government 


TOTAL 


PROPERTY AND ASSETS 


. Cash 
. Balances with other Bafiks © 


_ Money at.call & Short Notice 
. Investments 

. Advances 

. Bills Receivable 


being Bills for 
Collection as per contra. 


. Constituent’s 


liabilities for 
Acceptances, Endorse- 
ments & other obli- 
gations per contra. 


. Amounts remitted 


as Assigned Capital 
to our branches in 
Foreign countries 
under local Banking 
Regulations/Laws 
per contra. 


. Assets pertaining 


to closed funds in 
Pakistan per contra. 


. Premises less 


Depreciation. 


. Furniture, Fixtures etc 


less Depreciation. 


. Other Assets 


TOTAL 


8055.11 


3 
913,37 
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"Committee oe 
Fees S55 punts ? 


: < ae Farees 


‘6 Postages, Telegrams 


& Stamps 
7 Auditors’ Fees — 
48: Depreciation on ws 
; — &repairsto. is 
- Bank's Property. 
9. ‘Stationery, Printing, f 
4 Advertisement etc. 
10. Loss from sale of 
~ or dealing with 


non-banking assets. - 
| 11. Other Expenditure .— 


es 12. Balance of Profit 


—— 3 


31.3.1990 


Rs. in Crores 
is 1342.84 | 
Commission, Exchange | 


_ & Brokerage. 106.40 
_ 3. Rent 0.97 
| 4. Net Profit on Sale 
eka of Investments, 


Gold & Silver, 


| _ Land, Premises and 
‘| _ other assets. 
_ 5, Net Profit on 
revaluation of 
_ Investments, gold 
-& silver, land, 
premises and 
other assets. 
6. Income from non- 


banking assets 


_ and profit from 
_ sale of or dealing 
with such assets. 
. Other Receipts. 


1466.54 - 1368.48 | 2 1466.54 


* Less Provision made’ during the period for Bad & 
Doubtful Debts and other usual or necessary 
provisions including a part of Special Reserve. 


Regd. Office: Royal Insurance Building 
14 J. Tata Road 
Bombay - 400 020 


NOTICE | 


It is hereby notified for the information of the public that HINDUSTAN CIBA-GEIGY LIMITED proposes to make an application 
to the Céntral Government in the Department of Company Affairs, New Delhi, under sub-section (2) of section 22 of the Monopolies 
and Restrictive Trade Practices Act, 1969 for approval to the establishment of a new undertaking/unit/division. Brief particulars 
of the proposal are as under: 


1. Name and address of the applicant: 
HINDUSTAN CIBA-GEIGY LIMITED 
14, J. Tata Road 
Bombay - 400 020 


Capital structure of the applicant organisatio 

Equity capital as on 31.3.1990 , 
Authorised capital 5 : Rs. 22,57,73,300/ 
Subscribed/Paid-up capital : Rs. 17,70,77,5004 


. Management structure of the applicant organisation indicating the names of directors, including the managing/whole-time 
directors and manager, if any: 

Mr. Minoo Noshir Karani : Chairman 

Dr. Jacques Pierre Barman : Director 

Mr. Madhav Laxman Apte : Director 

Mr. Homi Kaikhushru Bilpodiwala : Director 

Mr. Jamshed Feroze Boga : Director 

Mr. Richard C. Hartland : Managing Director 
Mr. F. A. A. Jasdanwalla : Director 

Mr. Tahilramaney Pooran : Director 

Mr. Homi Phiroze Ranina : Director 

Dr. Andreas Hugo Zuercher : Director 

Mr. Nauzer Kaikhushroo Kanga : Director 

Mr. M. Ramakrishnayya : Director 


. Indicate whether the proposal relates to the establishment of a new undertaking or a new unit/division: 
The proposal relates to the manufacture of a new article in the Company's new unit to be established near Bangalore. 


. Location of the new undertaking/unit/division: . 
The location has not been finalised as yet. It is likely to be near Bangalore. 


S Capital structure of the proposed undertaking: 
ms Same as given under Item 2 above. 


. Incase the proposal relates to the production, storage, supply, distribution, marketing or control of any goods/articles, indicate . 
(i) Names of goods/articles: ’ 
Composite materials 
(ii) Proposed licenced capacity: 
400,000 sq. mts. per annum 
(iii) Estimated annual turnover: 
Rs. 4239 lakhs 


. In case the proposal relates to the provision of any service, state the volume of activity in terms of usual measures such 
as value, income, turnover, etc. ; 
Not applicable 


Cost of the project: 
The cost of the project is estimated at Rs. 940 lakhs. 


10. Scheme of finance, indicating the amounts to be raised from each source: 
The entire cost of the project will be financed through internal resources. 


Any person interested in the matter may make a representation in quadruplicate to the Secretary, Department of Company 
Affairs, Government of India, Shastri Bhavan, New Delhi, within 14 days from the date of publication of this notice, intimating 
his views on the proposal and indicating the nature of his interest thereon. 


(Sd/) 
MR. Lal 
Secretary 
Dated: 15.6.1990. HINDUSTAN CIBA-GEIGY LIMITED 
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1990-91 Budget and Some Issues of 


Macroeconomic Policy 


Ajit K Ghose 


A second look at the analytical propositions guiding the 1990-91 


_budget proposals against alternative theoretical schemes of the 


relationship among deficit financing, inflation and trade balance. 


I 


THIS note does not attempt to provide an 
assessment of the fiscal measures propos- 
ed in the union budget for 1990-91. Several 
such assessments are already available and 
there is not much that can be added. The 
purpose of this note is to raise some ques- 
tions about the analytical propositions 
which appear to have guided the formula- 
tion of the budget proposals. These pro- 
positions are about the short-run func- 
tioning as well as the requirements of 
long-run development of the Indian 
economy. The plausibility of these pro- 
positions is by no means established. 
They, therefore, need to be discussed and 
scrutinised not so much because the in- 
adequacies of the present budget are 
thereby highlighted as because the develop- 
ment of a sound analytical basis for future 
budgets is clearly desirable. It is in this 
context that this note discusses both the 
ideas implicit in the budget and some 
alternative ideas. 
II 
A basic proposition which appears to 
have set the priorities for the 1990-91 
budget is that excessive deficit financing 
both causes inflation and increases the 
trade deficit. This is reflected in the fact 
that because spiralling inflation and grow- 
ing trade deficit are widely perceived as 
the two major short-run problems facing 
the Indian economy at the present junc- 
ture, the major preoccupation of the 
budget-makers has been a reduction in the 
level of deficit financing. It is significant 
that the budget actually seeks to reduce 
the level of deficit financing by reducing 
the level of plan capital expenditure on the 


one hand and by increasing administered , 


prices and domestic borrowing on the 
other; the objective of reducing the level 
of deficit financing obviously had a 
priority over other objectives. 


' The presumed relationships among 
deficit financing, inflation and trade 
balance can, however, be deduced from 
two distinct theoretical schemes which I 
shall call, for brevity, ‘monetarist’ and 


‘structuralist’.. The two schemes employ 
very different assumptions and causal 


relationships about the functioning of the 


economy; they consequently suggest 
rather different mechanisms through 
which deficit financing affects prices and 
trade balance. Thus while both the 
schemes might identify excessive deficit 
financing as a prime cause of inflation 
and trade deficit, they neither suggest the 
same methods of reducing the level of 


deficit financing nor predict similar effects ' 


of variations in the level of deficit finan- 
cing on the real economy. 

The ‘monetarist’ argument runs roughly 
as follows. The economy is assumed to be 
operating at full capacity. Starting from 
a position of equilibrium, when the level 
of deficit financing increases, two things 
happen. First, the consequent increase in 
money supply directly increases the prices 
of non-traded goods much as the standard 
‘equation of exchange’ predicts. Second, 
provided that the economy is operating 
under a fixed exchange rate regime, the ex- 
cess liquidity increases the demand for 
traded goods but does not affect their 
prices (which are determined in interna- 
tional markets). Hence either exports 
decline or imports rise or both changes 
occur. Inflation and trade deficit thus go 
together and both can be attributed to ‘ir- 
responsible’ fiscal policies. 

The ‘structuralist’ argument attaches 
much importance to the differences bet- 
ween the agricultural and industrial sectors 
of developing countries. Given the ‘pre- 
modern’ production conditions in agricul- 
ture, agricultural output (consisting pri- 
marily of foodgrains) is thought to be 
largely exogenous in the short run and 
agricultural prices are supposed to be 
market-clearing. The industrial sector, on 
the other hand, is assumed to have excess 
capacity so that, at any point of time, the 
level of output is demand-determined 
while the price is cost-determined. In- 
dustrial production, furthermore, involves 
the use of imported intermediates to a cer- 
tain extent. In this settigg, if the level of 
deficit financing is imcreased so that 
money incomes rise, the effects are as 
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follows. First, the prices of foodgrains rise 
and this also leads to a rise in the price 
of industrial products (since money wages 
are sensitive to foodgrains prices and the 
industrial prices are cost-determined). In 
principle, the generation of this infla- 
tionary process can be pre-empted by 
resorting to larger imports of foodgrains, 
but this, of course, adds to the trade 
deficit. Second, the demand for industrial 
products increases in spite of price rises 
(provided that the domestic prices of im- 
ported intermediates remain unchanged). 
The industrial sector responds by increas- - 
ing the level of capacity utilisation and 
this calls for an increase in the level of im- 
ports of intermediates. Consequently, the 
trade deficit rises. Thus excessive deficit 
financing can generate both inflation and 
trade imbalance simultaneously. . 


__ Itis obvious that the two arguments dif- 
‘fer a great deal in substance even though . 
under certain conditions they suggest — 
broadly similar conclusions about the ef- 
fects of deficit financing on prices and 
trade balance. In a ‘monetarist’ frame- 
work, deficit financing has no effect what- 
soever on domestic output. Furthermore, 
inflation and trade imbalance always go 
together. Whether the major effect of 
deficit financing is on prices or on trade 
balance depends on the share of traded 
goods in domestic output; the more open 
the economy, the stronger is the effect on 
trade balance and weaker is the-effect on 
prices. In a ‘structuralist’ framework, 
deficit financing has a positive impact on 
industrial output. Moreover, for a given 
increase in the level of deficit financing, 
there is a certain trade-off between infla- 
tion and trade deficit; the effect on prices 
can in principle be neutralised by increas- 
ing the trade deficit. 


It should also be noted that the ‘struc- 
turalist’ argument, postulating exogeneity 
of agricultural output, draws attention to 
the fact that agricultural output is in- 
fluenced by weather conditions so that it 
shows a good deal of short-run fluctua- 
tions. Thus the effect of a given change 
in the level of deficit financing on prices 
is rather less predictable than the effect 
on trade balance. 


Now, it seems to me that the union 
budget for 1990-91 has been based on 
‘monetarist’ assumptions about the 
economy. This can be discerned from the 
following facts: First, a good deat of faith 
is placed on the effectiveness of a reduc- 
tion in the level of deficit financing bring- 
ing down inflation even though the very 
process of reducing the level of deficit 
financing involves increasing administered 
prices. Second, the possibility that the 
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proposed reduction in the level of deficit 
financing may improve trade balance by 
inducing a deceleration in inciustrial 
growth is wholly ignored; an accel ration 
in industrial growth is actually stated to 
be a priority objective in the finance 
minister’s budget speech. 


If the ‘structuralist’ assumptions hold 
good for the Indian economy, and | 
believe they do (this is no place to substan- 
tiate the assertion), the likely conse- 
quences of the budget (provided that the 
guidelines are broadly adhered to in prac- 
tice) are as follows: the rate of inflation 
will not be appreciably affected because 
of the increases in administered prices, the 
rate of industrial growth will decelerate 

‘(i e, the level of capacity utilisation will 
decline) both because the growth of 
money incomes will decelerate and because 
industrial prices will rise, and the trade 
balance will improve precisely because in- 
dustrial growth will:decelerate. Only if 
agriculture’s performance is exceptionally 
good in 1990-91 may these predictions 
turn out to be incorrect. 


Ii 


It is appropriate to ask at this point, 
what kind of budgetary principles would 
a ‘structuralist’ perspective suggest? It is 
unlikely to be disputed that the two major 
objectives of short-run management of 
the Indian economy are (i) the stabilisa- 
tion of prices and (ii) the stabilisation of 
the rate of growth of industrial output. 
Stabilisation of the trade deficit cannot 
be an independent objective because, as 
will be argued shortly, stabilisation of 
prices and insulation of the economy from 
external shocks requires a certain amount 
of fluctuations in the trade deficit. 


From a ‘structuralist’ perspective, the 
main difficulty of stabilisation of prices 
arises from the fact that short-run fluc- 
tuations in foodgrains output tend to be 
sharp. To say this is not to suggest that 
profligacy of the government does not 
cause problems; indeed, the government 
needs to ensure that money incomes in the 
economy grow at a stable rate (the require- 
ments of this is discussed at a later point). 
But even if the government is able to do 
this, it cannot thereby ensure stability of 
prices; what it needs to do in addition is 
to ensure stability of the growth of 
foodgrains supply. And the only effective 
way doing the latter is to ensure an effi- 
cient operation of the procurement/public 
distribution system on a-large enough 
scale. 

The available evidence suggests that the 
procurement/public distribution system, 
as it has functioned in India, has been suc- 
cessful in reducing the range of fluctua- 
tions in foodgrains prices. But the range 
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is still quite wide and bad crop-years still 


force the government to import substantial 
quantities of foodgrains. Any attempt to 
eliminate price fluctuations will call for 
imports at an even higher level in bad 
crop-years. Stabilisation of prices of 
foodgrains (and, therefore, of all other 
prices) thus requires a stable rate of 
growth of money incomes on the one 
hand and periodic imports of foodgrains 
on a substantial scale on the other. The 
latter implies, ceteris paribus, fluctuations 
in trade deficit. 

Stabilisation of the rate of industrial 
growth essentially involves stabilisation 
of the rate of growth of demand for in- 
dustrial products. The latter again calls 
for a stable growth of money incomes. A 
stable growth of money incomes, however, 
does not imply a stable growth of public 
expenditure. The volatile component of 
the aggregate demand for industrial pro- 
ducts is the demand from agriculture. 
Stabilisation of agricultural prices will 
render this component even more volatile. 
For, with stable prices, agricultural in- 
comes (both money and real) will vary 
directly and proportionately with output. 
This means that the fluctuations in agri- 
cultural output will generate similar fluc- 
tuations in the, demand for industrial pro- 
ducts. If the rate of growth of demand for 
industrial products is to be stabilised, 
therefore, the level of public expenditure 
has to fluctuate so as to counter the ef- 
fects of fluctuations in agricultural out- 
put; more precisely, public expenditure has 
to be increased in bad crop-years and has 
to be reduced in good crop-years. Whether 
or not the fluctuations in public expen- 
diture will also imply fluctuations in the 
level of deficit financing is difficult to say 
a priori. Government revenues in India de- 
pend essentially on the health of the in- 
dustrial sector. A stable rate of industrial 
growth, therefore, should imply a stable 
rate of growth of revenues. If this is so, 
then fluctuations in public expenditure 
will imply similar fluctuations in the level 
of deficit financing. (Note that if the level 
of public expenditure is stable, govern- 
ment revenues will show similar fluctua- 
tions as agricultural output.) 

Two basic propositions emerge from the 
foregoing discussion. First, a certain 
amount of fluctuations in the trade deficit 
around a mean level is in fact desirable. 
The reason is that foodgrains prices, in all 
likelihood, cannot be stabilised without 
allowing for fluctuating levels of imports. 
And stability of foodgraims prices is an 
essential precondition for stability of all 
other prices. Second, provided that food- 
grains prices are successfully stabilised, 
the levels of public expenditure and of 
deficit financing should be so varied as 
to counter the effects of fluctuations in 


Economic and Political Weekly 


* A Ng Wabi he hl ree PR PL al ry 7 tie 
x Wags A uy 4 7 abe A nn ee FA all 


> 4 hh 4 ey wv Bass i 
agricultural output on the demand for i 
dustrial products. This means that in for-- 


mulating public expenditure plans, the — 4 


projected level of agricultural output — 
should be seen as the key variables. 

Thgse propositions have been derived 
on the assumption that the tax/subsidy 
structure, the administered prices and the 
exchange rate will be kept stable. But 
periodic adjustments in these variables — 
will obviously be necessary. Such adjust- _ 
ments affect prices, primarily industrial 
prices, and therefore imply a temporary 
abandonment of the objective of price 
stability. In general, a periodic positive 
rate of inflation has to be accepted as 
unavoidable. This however, does not in- 
validate the propositions stated above; it 
merely means that, in the adjustment 
years, the rate of growth of money in- 
comes can be allowed to exceed the stable 
trend rate, i e, the levels of public expen- 
diture and deficit financing can be higher 
than those dictated by the projected level 
of agricultural output. 

There is nevertheless a third proposition 
to be explicitly stated. In the absence of 
changes in the tax/subsidy structure, ad- 
ministered prices and exchange rate, stable 
foodgrains prices imply stable terms of 
trade between agriculture and industry. 
But when changes in the former variables 
generate a positive rate of inflation, adop- 
tion of a ‘terms of trade’ policy becomes 
necessary, particularly because, given the 
policy rules stated above, any change in 
the terms of trade will be of a permanent 
character. The objective here should be to 
maintain a stable inter-sectoral terms of. 
trade, i e, the procurement/public distri- 
bution system should be used to manipu- 
late agricultural prices simultaneously 
with changes in the tax/subsidy structure, 
administered prices and the exchange rate. 
The reasons are as follows. A movement 
of terms of trade in favour of agriculture 
squeezes industrial profits by increasing 
the product-wage rate (since money wages 
tend to be indexed); it also increases rural 
poverty by reducing the real wage rate in 
rural areas. Both are destabilising; migra- 
tion to urban areas is encouraged even 
while the incentives to invest in industry 
are weakened. The result is likely to be a 
steady process of urbanisation of poverty. 
On the other hand, a movement of terms 
of trade in favour of industry, though this 
is good for rural labourers, the industrial 
workers and section of the capitalists, 
lowers the aggregate demand of the agri- 
cultural sector for industrial products. 

_ One further problem remains to be con- 
sidered. This concerns responses to short- 
Tun movements in variables which are 
largely beyond the control of the govern- 
ment. The most important of such varia- 
bles is the international terms of trade. 
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‘Fluctuations in international terms of 


de affect both domestic prices and ex- 
ernal trade balance. It is possible to 


_ heutralise the effect on domestic prices 
_ through suitable’ changes in taxes/sub- 
_ sidies on exports/imports though this has 


implications for government revenues and 
hence for the required level of deficit 
financing. But, other things remaining un- 


changed, the fluctuations in trade deficit. 


resulting from fluctuations in the external 
terms of trade cannot be effectively 


countered without jeopardising the stability 
__of the rate of industrial growth. Here 


is another reason why stability of the 


domestic economy requires a certain 


- amount of fluctuations in trade deficit. 
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The discussion so far has-left three 
important parameters unspecified: the 
trend rate of agricultural growth, the trend 


rate of industrial growth and the mean 


level of trade deficit. This is because while 
these parameters define the long-run 
growth path of the economy, the discus- 
sions so far have focused on the short run 
(i e, on the deviations from the trend). But 
even though the annual budget is concerned 
primarily with short-run macroeconomic 


management, it also simultaneously serves ; 


as an instrument of implementation of the 


- long-run industrialisation strategy. As 


such, some remarks about the long-run 
policies (which are concerned’ with the 


parameters listed above) would not be out 
of place here. 


‘The mean level of trade deficit, sus- 


~ tainable over time, depends on such fac- 


tors as availability of external aid and 
inflows of foreign private capital and, 
therefore, can be treated as largely exoge- 
nous. The only remark to be made in this 
context is that the mean level must be such 
as to allow for substantial fluctuations 
around it since such fluctuations are 
necessary for short-run stabilisation of the 
econoiny. 


The sustainable mean level of trade 
deficit being given, the trend rate of in-. 
dustrial growth is determined jointly by 
the trend rate of agricultural.growth and 
the trend rate of growth of exports. 
Growth strategies are often designated as 
either agriculture-oriented or export- 
oriented. The underlying propositions are 
as follows. For any given mean level of 
trade deficit and trend rate of growth of 
exports, the higher the rate of agricultural 
growth, the higher is the sustainable (non- 


inflationary) rate of industrial growth. 


Also, for any given mean level of trade 
deficit and trend rate of agricultural 
growth, the higher the rate of growth of 
exports, the higher is the sustainable rate 
of industrial growth. 
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Neither of these propamitons hold good 
for India. An agriculture-oriented strategy 
makes good sense if food imports are 
substantial to begin with (for, a reduction 
of food imports can release foreign ex- 


change for imports of intermediates) but — 


this is not so in the case of India. It can 
be argued that an agriculture-oriented 
strategy will reduce the import-intensity 
of industrial output by shifting the struc- 
ture of demand in favour of goods whose 
production requires little use of imported 


intermediates. But even if this is so, it is 


not certain that this reduction will be ade- 
quate in the sense that industrial growth 
will not be constrained by a shortage of 
imported intermediates. On the other 
hand, it is highly unlikely that an export- 
oriented strategy can be successfully im- 
plemented while holding the mean level 
of trade deficit stable. Experience shows 
that a rapid shift from import-substitution 
to export-orientation requires sustenence 
of a substantial and widening trade deficit 
over quite a long period. The experience 
of South Korea is of particular relevance 
in this context. 

Given the state of the Indian economy 
at the present juncture, a realistic ap- 
proach is perhaps to put equal emphasis 
on agricultural growth and promotion of 
industrial exports. This, indeed, appears 
to be the policy stance of the present 
government. But neither the budget docu- 
ment nor the subsequently published 
document on trade policy indicates that 
there is as yet a clear idea of the instru- 
ments necessary to implement the policy. 
The main instrument for promoting 
agricultural growth is public investment 
in irrigation, but the allocation of plan 
outlay on irrigation and flood control is 
not significantly higher than that in the 
last budget. This, of course, is related to 
the fact that the allocation for plan capital 
expenditure in the current budget is lower 
than it was in the last year’s budget and, 
therefore, draws attention to the whole 
issue of fiscal management. As for export 
promotion, the main proposal is for 
reduced tariffs on imports ‘by export- 
oriented firms. The problem with this is 
that neither a stability of the level of trade 
deficit nor a prevention of non-essential 
imports can be ensured. What is really 
needed is a focus on a few selected in- 
dustries with export potential so that 
public and private resources can be pooled 
together to promote technology upgrada- 
tion, product innovations and marketing 
network. Otherwise, there are considerable 
risks of spreading resources too thin, of 
encouraging industries with no long-run 
export potential and of engendering a 
substantial widening of trade deficit. 

A major weakness of India’s develop- 
ment strategy has been and remains its 
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inability to even check the growth of 
unemployment and underemployment. 
The share of agriculture in total labour 
force has declined extremely slowly in 
India and this undoubtedly has been a 
major cause of the persistence. of rural 
poverty. Even so, both open unemploy- 
ment and» underemployment in urban 
areas have been on the rise. In other 
words, even though the rate of rural-urban 
migration has been relatively low, employ- 
ment growth in the urban organised sector 
has been inadequate to absorb the in- 
cremental urban labour force. The recent 
trends, moreover, have been rather wor- 
rying; the employment elasticity of the 
organised sector’s output has been declin- 
ing and there are signs of acceleration in 
the rate of rural-urban migration. 

The policy response proposed in the 
budget is an emphasis on small-scale 
enterprises. It is not clear, however, if the 
implications of such a policy stance have 
been thought through. In industries where 
there are increasing returns to scale (in a 
technical sense), emphasis on small-scale 
enterprises constrains the growth of out- 
put though it does increase the employ- 
ment elasticity of output. The desirability 


of such a policy, therefore, is not obvious _ 


in the case of these industries. In in- 
dustries where there are constant returns 
to scale (again, in a technical sense) the 
employment elasticity of output cannot 


have anything to do with the scale of the - 


enterprises per se. In these industries, 
emphasis on small-scale enterprises can 
lead to a rise in the employment elasticity 
of output only because the wage rate in 
small-scale enterprise is lower than that 
in large-scale enterprises. In other words, 
a policy of promoting small-scale enter- 
prises in this context can only mean a 
policy of lowering the average industrial 
wage rate in the economy. The implicit 
idea—that a fall in the wage rate stimu- 


lates. employment—is familiar but con- . 


troversial. The effect of a fall in the wage 
rate on the aggregate effective demand for 
industrial products is not easy to predict 
and hence it is not certain that employ- 
ment growth is necessarily stimulated. 

At any rate, the focus on the employ- 
ment elasticity of output in industry is 
perhaps misplaced. For, what matters is 
the growth of employment (including 
remunerative self-employment) in the 
non-agricultural sector as a whole. The 
relevant elasticity is that of aggregate non- 
agricultural employment with respect to 
industrial output. This may well be in- 
variant to the employment elasticity of 
output in the industrial sector. In that 
case, the right policy is that of increasing 
the rate of growth of industrial output and 
the concern with the scale of enterprises 
may not serve any useful purpose. 
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udging the Judges 


_ Recent events have confirmed the suspicion that something is 
_ ‘rotten in the Indian judiciary. The government is considering a 


proposal for constituting a high-powered committee for deciding 
appointment of judges of high courts and the Supreme. Court. 


working of the judiciary. 


_ Equally necessary, however, is a- proper system for monitoring the 


THE resignation of Justice S K Desai of 
the Bombay High Court from the office 
/of judgeship of the high court does not 


- settle the issues which have been thrown 


up by the controversy and the debate 
which preceded the resignation. The 
resignation itself may not-haye opened a 
Pandora’s box but it has certainly not 
answered several questions agitating the 
minds of the public who are genuinely and 
earnestly concerned with the health of the 
Indian judiciary. The recent events, not 
excluding the ,conduct of Justice 
Ramaswamy of the Supreme Court, have 
confirmed the suspicion, not expressed 
openly because of various factors, that 
something is rotten in the state of the 
Indian judiciary. 

The facts leading to the resignation of 
Justice S K Desai themselves are simple 
‘and would. have been probably ignored, 
but for the fact that the members of the 
Bar in an organised way decided to force 
the hands of Justice Desai. Justice 
M P Kenia, who was hearing with Justice 
Desai one heavy case involving a claim of 
nearly a crore ef rupees, made a grievance 
that he was being coerced or threatened 
into agreeing with a judgment proposed 
to be given by Justice Desai in favour of 
one party. It was not alleged by Justice 
Kenia, or for that matter by anybody, that 
Justice Desai was a party to any arrange- 
ment in favour of one of the parties. In- 
ferentially, however, the members of the 
Bar thought so and it is a measure of the 
reputation enjoyed by Justice Desai that 
a large number of people came to believe 
that there was such an arrangement. The 
press reports suggested that there was the 
influence of one lady which often guided 
the hands of Justice Desai in several cases: 
This was also believed by members of the 
Bar. 

Justice Desai tendered his resignation 
only when he received the order from the 
president of India transferring him to. 
another high court. Presumably, this order 
of transfer was preceded by a letter from 
the Chief Justice of India to Justice Desai 
to show cause why he should not be so 
transferred. 

The issues involved are the judicial con- 
duct and the reputation of the judges. In 
Justice Desai’s case, judicial conduct was 


not directly involved. Since there is total 
absence of allegation of a specific mis- 
conduct against Justice Desai, it is 
reasonable to infer that the proposed 
transfer was on the basis of reputation—a 
reputation built up, naturally, over a 
period of time. In any. case, a large 
number of the members of the Bar, both 
on the Original Side and the Appellate 
Side of the Bombay High Court, accepted 
that Justice Desai’s reputation was such 
as to warrant his removal from the 
Bombay High Court, if not from the 
judiciary itself. The advocate-general of 
Maharashtra also believed so—going by 


~ press reports regarding a letter which he 


is said to have written to the governor of 
Maharashtra. The reputation of a judge, 
like that of any other person, is built up 
over a period of time. How is it that 
members of the Bombay Bar did not 
agitate against Justice Desai till his reputa- 
tion, like Pradarbha reached a particular 
level in the case of Mehta v Mehta? 
Probably this case triggered off a general 
reaction which took note of the conduct 
of Justice Desai over a period of time. 
Justice Ramaswamy of the Supreme 
Court is said to have indulged in several 
financial irregularities in his adminis- 
trative capacity as Chief Justice of the 
Punjab and Haryana High Court. The 
Bar is naturally agitated about the same. 
But the members of the public have un- 
fortunately forgotten the case of Chief 
Justice Veeraswamy in whose house a sum 
of Rs 32 lakh was found while he was in 
office. The Central Bureau of Investiga- 
tion registered a case against him under 
the Prevention of Corruption Act for 
being in possession of assets dispropor- 
tionate to his known sources of income. 
This prosecution has been challenged by 
Veeraswamy in the Supreme Court which, 
however, has not decided the case for over 
a decade. It is most unfortunate that a 
case involving the rectitude of the conduct 
of a chief justice of a high court should 
remain undecided for such a long time. 

The procedure for taking action against 
a judge of the high court or of the 
Supreme Court is too cumbersome and 


tardy. The procedure for the investigation 


and proof of the misbehaviour or in- 
capacity of a judge of the Supreme Court 
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‘or of a high court and for the presenta- 
tion of an address by Parliament to the 
president is embodied in the Judges 
(Inquiry) Act, 1968. This Act has been 
passed pursuant to the provisions con- 
tained in’ Article 124(5) and Article 217(1) 
of the Constitution of India. The framers 
of the Constitution recognised the fact 
that the judiciary or at any rate the higher 
judiciary should not only be not corrupt 


but should also not be corrupted. It isin — 


this context that the status of irremov- 
ability was conferred upon the judges of 
the high court and the Supreme Court. 
Though for a long time after the coming 
into force of the Constitution the condi- 
tions of service of the judges of the high 
court remained stagnant, recently they 
have been considerably improved and next 
to the governors of the states the high 
court judges are the highest paid officers 
of the state. 


The apparently attractive terms and _ 


conditions of service of the high court 
judges, however, cannot be a match. for 


the earnings of a middle order member | 


of the Bar. The earnings at the Bar are 
said to be at the obscene level. A lawyer 
is said to charge anything between 
Rs 2,000 and Rs 5,000 for an application 
for interim relief. If ten such applications 
are handled by a lawyer in a month, his 


earnings on this account alone would be. 


between Rs 20,000 and Rs 50,000, not all 
of which may find its place in the income- 
tax return. ' 

Yet the judiciary has attracted several 
men of talent and character. This is 


because of the high status enjoyed by the ~ 


judges of the high court. The high status 
has been enjoyed not merely because of 
the provisions in thé Constitution but the 
actions and conduct of the predecessors 
of the present occupants of the posts. 
Over a century the judges of the high 
court by their conduct, independence and 
fearlessness have carved a special place for 
themselves in the state and the society. To 
belong to a judiciary of this type was itself 
regarded as a privilege and a matter of 
honour. This has been undoubtedly a 
factor which attracted men of talent and 
character to the judiciary. The oppor- 
tunities which the office of a high court 
judge offer to a person to do work which 
is satisfying in the best sense of the word 
are also attractive. 

If this image has now been tarnished 
by the recent events, naturally the 
judiciary may cease to attract men of 
calibre and integrity, thus setting in 
motion a process of further deterioration 
of the judiciary. The independence of the 
judiciary may suffer at the hands of the 
outside agency. It may also be threatened 
by actions of an excessively zealous 
executive, as it did happen during the 
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‘internal emergency between 1975 and 
1977. But it is also possible that the in- 
dependence of the judiciary may be com- 
promised by the members of the judiciary 
themselves. In any case, the image of the 
judiciary is more likely to be destroyed by 
members of the judiciary from within 
than by propaganda from outside, though 
the role by the latter cannot be under- 
estimated. 


It is high time some thought was given 
to the question of restoring the judiciary 
‘to a position of independence, integrity 
and credibility by adopting certain 
measures. The government is now seized 
with a proposal for constituting a high- 
powered committee for the appointment 
of judges of the high court and the 
Supreme Court. One is not sure as to 
whether the credibility of the judiciary has 
been impaired by the method so far 
followed while appointing judges of the 
high court. The apple when it is picked 
from the garden is good; the worm sur- 
faces later. What is required is a proper 
system of monitoring the working of the 
judiciary. The judiciary has, with some 
justification, enjoyed a certain measure of 
immunity from criticism, Even the 
criticism of a judge of the high court in 
his administrative capacity has been held 
‘to constitute contempt of court by the 
Supreme Court in Baradkant Mishra v 
Registrar of Orissa High Court (1974-1 
Supreme Court Cases, 374), though by a 
narrow majority of 3 to 2. In a recent 
judgment, the Bombay High Court has 
held that truth cannot be pleaded as a 
defence to a charge of contempt of court 
when such charge is that the contemner 
has attributed motives of dishonesty to a 
judge while deciding the cases before him. 
(see ’V M Kanade v Madhav Gadkari, 1989 
Mh L J 1078.) It is not the purpose of this 
article to examine the correctness or other- 
wise of these judgments which are at the 
moment the law of the land. If the law 
bestows such total immunity upon the 
judiciary, it is not good for the health of 
the judiciary itself. The phenomenon of 
‘Reigning Favourite’ has been immorta- 
lised by Henry Cecil in his book Tipping 
the Scales. That phenomenon is not 
peculiar to England; it is prevalent in this 
country also. If a system of monitoring 
existed in this country, probably the Desai 
episode might not have occurred. 


Successive chief justices’ conferences 
have resisted the suggestion of a code of 
conduct for the judges of the high court 
on the ground that formulation of such 
a code is inconsistent with the dignity of 
the high office of the judges of the high 
court. In view of the recent developments 
it is no longer possible to pretend that the 
high dignity or the status of the high court 
judges will be diminished if certain 
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measures are devised to restore the con- 


fidence of the public in the judiciary. The _ 


measures may be devised by the executive 
or by the legislature by enacting a law or 
by providing exceptions to a charge of 
criminal contempt of court. If the 
members of the judiciary represented by 


the chief justices of the high courts in the 


conference of the chief justices them- 
selves evolve a code of conduct by 
reference to which they will be judged, the 
purpose of upholding and protecting the 
representation of the judiciary would be 
served to a large extent. Some of the sug- 
gestions made herein are worth being in- 
corporated in such a code of conduct. 
Judges must be extremely punctual in 
their attendance or court work. At one 
time, at least in the Bombay High Court, 
no judge ever sat late in the court, whether 
in the morning session or in the afternoon 
session. It is doubtful whether the same 
can be said of the present day judges. In 
other high courts conditions are probably 
worse. It is not inconceivable that some 
contribution may be made towards the 
solution of arrears in the high courts by 
the judges exerting a little more and by 
working full five hours and all the 210 
days in a year. Members of an institution 
who are supposed to discipline the ad- 
ministrative branches of the government 
surely can at least impose such discipline 
upon themselves. 


The case of ‘Reigning Favourite’ has 
been referred to above. As the Bombay 
High Court pointed out in the case of 
Madhav .Gadkari; it is impossible to deter- 
mine as to whether a particular person en- 
joyed a position of favouritism in a ¢ourt 
because in order to prove it, it is necessary 
to prove in the first place that all 
judgments given in ¢ases where a par: 
ticular advocate appeared were wrong. 
Such a thing cannot be done except in 
appeals or revisions. But if a general 
reputation grows to the effect that a 
particular advocate is enjoying a favoured 
position before a particular judge, that 
might easily be corrected by the senior ad- 
vocates approaching the learned judge 
and cautioning him about the same. One 
may also suggest in this ‘regard that a 
monitoring committee consisting of the 
seniormost judges of the Supreme Court 
may be established and to that commit- 
tee instances of this kind may be referred. 
All this may be done in confidence so that 
the dignity of the concerned judge is not 
compromised. Such a high-powered body 


‘as a committee of senior Supreme Court 


judges will naturally, exercise a healthy 
check over the wayward behaviour of the 
judges without harming the reputation of 
the upright judges. 


Possession of assets disproportionate to 
the known sources of income of a high 


~ court judge cannot but be re; 


greatest blot upon a judge and the 
judiciary as a whole. If in 10 years a judge 
of the high court acquires assets worth 
Rs 10 lakh, that must surely be regarded 
as a case for inquiry by the monitoring 
committee referred to above and indeed 
even for an appropriate action under the 
law of the land. . 

The image of judges being tarnished by 
judges hobrrobbing with the members of 
the public in public places has been the 
subject of comment and criticism at more 
than one place. (See 7o the Best of My 
Memory by Chief Justice Gajendra-- 
gadkar.) The free acceptance of invitations 
from all quarters and being seen in par- 
ties which have no sanction or any pro- 
per reason have been commented upon 
with sadness by H M Seervai. The code 
of conduct suggested above should in- 
clude a prohibition against acceptance of 


such invitations. For a judge to be seen 


drunk in a public place is not setting an 


‘edifying example. ® 


The independence of the judiciary is af- 
fected not merely by the blandishments of 
the private parties appearing before the 
judges. It may also be affected by the offer 
of post-retirement offices by the executive. 
Many of the high court judges after retire- 
ment are offered, and they accept, the post 
of members of different’ tribunals and 
other posts under the government. Con- 
vention has established that when high 
court judges are appointed to such posts 
they are entitled to draw the same salary 
which they were drawing at the time of 
retirement. Nowadays there are several ad- 
visory boards under the detention laws. 
Sitting or retited judges of the high court 
are appointed as members of such ad- 
visory boards and it is estimated that the 
earnings of such members of the advisory 
boards are not negligible. The manner of 
regulating the appointment of retired high 
court judges will have to be provided 
either by law or by a convention accepted 
by all the state governments and the cen- 
tral government. Such convention must. 
make it impossible for any sitting judge 
of the high court to entertain a tempta- 
tion of deciding cases in favour of the 
executive. Judges should not aspire for 
post-retirement offices. Fortunately there 
is enough work available for retired com- 
petent judges in the form of arbitration, 
but not all judges have the same reputa- 
tion for competence and in such cases‘the 
need for curbing the temptation by 
establishing proper conventions or by for- 
mulating a law becomes necessary. 

All these suggestions will not necessari- 
ly remove all the possibilities ‘of the 
judiciary being contaminated, but the 
measures will certainly provide certain 
norms with reference to which judges can 
be judged. The possibility .and the pro- 
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spect of being judged with reference to 
_ particular norms of conduct will definitely 
_ act as a check on the conduct of the 
_ judges. It must, however, be emphasised 
_ that this article has been written with the 
_ full knowledge that an overwhelming 
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majority of judges in this country possess 
moral character of a high degree and the 
corrective measures are required to be 
taken only in respect of some whose con- 
duct is likely to tarnish the image of the 
entire judiciary. 


Big Brother Acts Tough 


the losing end. 


THE 23rd annual meeting of the Asian 
Development Bank, held in| New Delhi, 
ended on an inconclusive note. Two issues 
were expected to dominate the delibera- 
tions: commencement of negotiations for 
replenishment of the bank’s soft loan 
funds (Asian Development Fund-6), in- 
cluding the question of access of India 
and China to concessional aid, and the 


FA, eg A OS? OV 8 ate le 


me NTA, Lee eee 


~ _issues were scuttled by the United States, 
with Japan and other donors falling in 
~ line. 


US CALLS THE SHOTS 


Japan, and not the US, is the biggest 
shareholder of the bank, apart from being 
the largest contributor to ADF. In ADF-5, 
Japan give 47 per cent of the money, the 
US only 16 per cent. (Of this, the US has 
still not contributed in full its last tran- 
che.) Japan dominates the bank in other 
ways as well: the president is invariably a 
' Japanese, much of the capital raised by 
- the bank is from Japanese banks, etc. 

Japan is also the leading economic power 
in this region, accounting for the largest 
share of capital flows to the region’s 
- developing countries. Bilateral flows from 
- the US to the region have been negative 
since 1985, as repayment of existing loans 
exceeded new disbursements. Japan, by 
contrast, now supplies 65 per cent of all 
bilateral flows, a big increase as compared 
to the seventies, when American and 
Japanese shares were approximately 
equal. In 1988-89, direct investment by 
Japanese companies in Asia was $5.6 
. billion, two and a half times bigger than 
that by US companies. Although the 
American presence is significant, especial- 
ly in ‘the energy and primary sectors, 
Japan’s influence is expanding and is con- 
centrated in manufacturing, trading, 
banking and financial services. 


' Nevertheless, it was the US which called 


the shots at the AIDB meeting. As if to 
- underscore its contempt for multilateral 


resumption of lending to China. Both. 


- The US-Japan politicking at the Asian Development Bank annual 
_ Meeting in New Delhi showed one thing: whether the big powers 
act separately or in collusion, the 


poor countries are always at 


meetings, the US delegation was headed by 
a relatively minor official, the deputy 
assistant secretary of the Treasury, while 
other countries had sent ministers. Clearly, 
as far as the US was concerned, the agen- 
da had already been discussed and settled 
in Washington and Tokyo, through bilate- 
ral talks between the two major powers of 
this area. 

At the meeting, the US postponed in- 
definitely discussion of the issue of begin- 
ning negotiations on ADF-6, although 
ADF-5 funds are expected to last only un- 
til 1991. The bank had prepared a report 
requesting $ 10.4 billion for ADF-6, in- 
cluding a substantial amount. for India 
and China, who will be first-time appliers 
to the soft-loan window. Even when 
negotiations begin, the US is unlikely to 
agree to this amount, thus minimising the 
chances of the two countries obtaining 
significant concessional aid from this 
source. Without a major increase in ADF, 
giving India and China the soft loan facili- 
ty would put the squeeze on the smaller, 
impoverished countries, mainly those of 
South Asia, which would not be accep- 
table to the donor countries. 

With its huge current account surplu- 
ses, Japan could undoubtedly shoulder a 
bigger share of ADF than at present to 
make up for American niggardliness. The 
US may not be averse to this. The ‘only’ 
point it insists on is that the use of soft 
loans must conform to US policy, even 
when others are footing the bill for them. 


This has happened before when Japan. 


bore the brunt of the financial burden for 
carrying out the Brady Plan on reschedul- 
ing third world debt, of which the major 
beneficiary was the United States. Thus, 
regardless of its rapidly diminishing share 
in ADF, the US continues to insist on con- 
ditionalities and policy reforms in the reci- 
pient countries that are most advanta- 
geous to the US. “When we go to these 
negotiations [for ADF+ 6]”, stated the 
US alternative director to the ADB, 
William Thomson, “we want to make sure 
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we are getting the maximum effectiveness 


’ out of the funds?’ 


US VISION OF ‘NEW ROLE’ FOR JAPAN 


Apart from shaping the direction of the 
bank’s role in the region, as a catalyst for 
policy reform, the US is interested ina 
‘new role for Japan’. Charles Dallara, the 
assistant secretary for international affairs 
in the US Treasury, speaking to reporters 
in Washington before the ADB meeting, 
said that the main point on the agenda for 
the US is to direct the evolution of Japan’s 
role in the region. He stressed the need for 
“a willingness on the part of the Japanese 
to view it less as a direct instrument for ~ 
promoting Japanese economic co-opera- 
tion, and more for encouraging broad- 
based development of the ‘region, which 
may or may. not relate to direct Japanese 
commercial interests”. Stripped of the ver- 
biage, America’s vision of Japan’s “evolv- 
ing relationship” with the ADB and in the 
region seems to be that Japan should no 
longer use ADB loans as a conduit to sell 
its goods, penetrate Asian markets and 
promote direct investment by Japanese 
companies. Instead, both the US and 
Japan should work closely to use the bank 
to promote “common goals” in the 
region—the defence of American in- 
terests,'as much as of Japanese interests. 

The United States wants to ensure that ~ 
Japanese and American policies are 
dovetailed, so that Japan does not gain 
undue advantage from its overwhelming 
economic might. Japan, for her part, is 
undoubtedly seeking a bigger place under 
the sun, but for the moment it appears 


_ that she is willing to rein in her appetite 


and accommodate the lagging Americans. 
One reason for the apparent Japanese 
subservience is the thorny trade negotia- 
tions currently under way between Japan 
and the US—the talks on the so-called 
‘Structural Impediments Initiative’. The 
American side has reportedly put forward 
no less than 200 demands for changes in 
Japan’s domestic policies, covering as 
diverse areas as savings and investment, 
the utilisation of land, retail business, laws 
restricting foreign business activity, 
monopoly practices, and the pricing 
mechanism. In particular, the US is 
demanding the phasing out of Japan’s law 
on large retail stores (which prevents big 
business from opening retail steres or 
opening of foreign retail store Outlets), the 
revision of Japan’s ‘anti-monopoly’ law 
which hampers imports and foreign in- 
vestment, while protecting Japanese con- 
glomerates, and an increase in public 
spending to boost demand. The US is 
threatening to impose stringent controls 
on Japanese imports into the US, threats 
which Japan can ill-afford to ignore. 46 
per cent of Japanese foreign direct invest- 
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_ ment and 27 per cent of its external trade 
are with America. Under tremendous pres- 
sure from the US, Japan has been forced 
to concede many changes, at least in prin- 


ciple, and is toeing the US line in the ADB ~ 


as well. 


RESUMPTION OF CHINA LOANS 


. American arm-twisting of its chief ally 
became apparent on the question of re- 
sumption of lending to China as well. This 

demand was torpedoed by the US at the 
ADB meeting, with the usual hypocritical 
declamation against the violation of 
-human rights in China, Earlier this year, 
-however, the World Bank had resumed 
_. lending to China, after the US indicated 
it would support measures that target 
‘basic needs’. Three loans totalling $ 140 
‘million were approved. Now the World 
Bank is seeking the green light to resume 
normal lending to China, when two loans, 
for forestry and transportation, totalling 
-$ 450 million will come up for approval 
by the board. Meanwhile, American presi- 
dent Bush also announced the renewal of 
_ Most Favoured Nation Status, which en- 
titles China to the same treatment as most 
American trading partners, after hundreds 
of American companies engaged in trade 
with China and Hong Kong campaigned 
vigorously in favour of extending it. 


The hardest hit by the American stand 


i _ at the ADB meeting are the Japanese 


commercial banks, which provided 60 per 
cent of credits for China before the June 
4 crackdown. For Japanese banks, ADB 
financing provides necessary liquidity for 
China that makes their direct lending 
feasible. Japanese companies such as 
Mitsubishi Mining and Cement, Canon 
Inc and Nisho Iwai had revealed plans to 
pursue new business ventures immediately 
after the lifting of martial law in China 
in January, but normal lending and invest- 
ment can resume only when all official 
hurdles are cleared. The Japanese govern- 
ment has begun negotiations with China 
over resumption of lending, but is unwill- 
ing to unilaterally move ahead in restoring 
all‘ties without Washington’s approval. 


The rivalry of the two Pacific giants for 
control of the Asia-Pacific region thus 
decided the inconclusive outcome of the 
ADB deliberations. For developing coun- 
tries, the scenario remains grim. Apart 
from the reduction of concessional len- 
ding, the stiffening of loan terms and the 
Pressure to introduce policy reforms, the 
* ADB itself is moving more into lending 
to the private sector, where profits will be 
higher. More importantly, as the US- 
Japan politicking at the annual meeting 
shows, whether the big powers act 
separately or in collusion, the developing 
_countries are always at the losing end. 
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IMPORT-EXPORT POLICY — 


Alibis for Liberalisation ae ‘ 
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In the import-export policy for 1990-93 glaring inconsistencies 


co-exist with loud declarations of aims and goals. Underlying the 
pronouncements on export promotion is the overriding concern to 
push ahead in the direction of an ‘open’ economy to subserve 

the requirements of the developed countries. 


THE three-year import policy announced 
on March 30 has put the cat amongst the 
pigeons. The exporters are angry that the 
REP (import replenishment) rate has been 
cut. The removal of the so-called shop- 
ping list consisting of a few items attached 
to each REP licence and the widening of 
the optidns to include all 800 critical raw 
materials in the limited permissible and 
canalised lists has upset exporters further. 
The opening up of import has reduced the 
premiums on the REP licence to only 10 
per cent from 30 to 40 per cent. (In the 
long run, the premiums may well rise 
again, so say experts.) 

The indigenous industry, notwithstan- 
ding polite noises ‘welcoming’ liberalisa- 
tion, is frightened. Imports from the 
limited permissible and canalised list will 
start in a big way in, about six months 
whensthe licences under the new policy hit 
the market. REP licences worth Rs 3,000 
crore or more will be available for effec- 
ting imports from the two lists every year. 
What is more, the import is not subject 
to ‘actual user’ condition. Trading is 
allowed officially. The move to widen the 
shopping list does away with non-tariff 
barriers meant to protect local industry. 

All is not lost. The tariff barriers to im- 
ports are as high as ever. In the 1990-91 
budget the finance minister imposed yet 
another duty equal to the special excise 
duty leviable on like goods produced in 
the country on all imported goods. Four 
types of customs duties are applicable on 
imports now. The new impost will raise 
import costs by 1.5 to 2 per cent. The 
average duty on raw materials is over 100 
per cent. Besides, the fall in the value of 
the Indian rupee continues to raise import 
costs. 

The tariff protection may vanish in the 
near future if the government approaches 
the IMF for another round of short-term 
finance. Import liberalisation is the first 
and most important condition attached to 
Fund lending programmes. 


CAPITAL GOODS 


The liberalisation trend is also visible 
on the capital goods front. Capital goods 
licensing, the most important instrument 


for controlling the quality of industrialisa- 
tion, has been virtually abandonede Ad- 
ditional licences issued to export houses 
can be used for import of non-OGL 
capital goods. Trading in these goods is 
permitted. The quantum of import is . 
limited to 15 per cent of the value of the 
licence. Theoretically speaking, this allows 
about Rs 100 crore worth of import. 
Similarly, manufacturer exporters are 
allowed to use REP licences issued on 
their own exports to import non-OGL 
capital goods. (It is not verv difficult for 
a merchant exporter to acquire the garb 
of a manufacturer. A registration with the 
State Director of Industries is the only 
condition.) 

The last straw on the camel’s back was 
the announcement allowing import of 
capital goods at only 25 per cent duty to 
manufacturer exporters on April 26. All 
types of capital goods—restricted, OGL 
and non-OGL—can be imported under 
the scheme. The only condition is that the 
importer must export goods equal to three 
times the value of import. The scheme is 
restricted to manufacturer exporters with 
past export performance. It seems that 
balancing the foreign exchange outflow 
with inflow is the only consideration 
before the Department of Economic Af- 
fairs. All other policy objectives such 
as developing the capital goods sector 
are secondary. Even export production 
schemes like Free Trade Zones and 100 per 
cent Export Orient Units (EOUs) are 
bound to languish since similar facilities 
are now available to normal exporting. 

The conditions attached to the scheme 
are very easy to meet. The export obliga- 
tion is also not significant since any 
serious exporter can retire the obligation 
within a year. Even exports to the Soviet 
Union or other members of the Rupee 
Trading Area qualify. In case of difficulty 
in effecting direct export, it is possible to 

‘purchase’ the necessary export turnover. 
Alternatively, foreign exchange can be 
purchased at only 20 per cent premium in 
the ‘hawala’ market. This can be followed 
by export against the exchange transferred 
out of India to retire the export obliga- 
tion. The premium amount is recovered 
through the incentives which range from 
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20 per cent on most Beads: Lastly, 
‘there i is a tax holiday on the profits realis- 


_ ed from these ‘exports’. 
: i The restrictions of import policy licen- 


_ sing and customs tariffs are being with- 
drawn altogether in the name of foreign 


_ exchange earnings. The implications in 
_ terms of the damage to the economic 


structure are known to the policy-makers. 
Nonetheless, they persist in adopting the 
World Bank-IMF model for the economy. 
The socialistic stances adopted by the 
finance minister are of no avail in the light 
of these policy measures. | 

The intention. to dilute the capital goods 
licensing system is also clear in the in- 
dustrial policy statement issued on June 1. 
It provides for automatic clearance of im- 


_ ports up to 30 per cent of the project cost. 


The customs tariff barriers on capital 
goods are not as high as those on raw 
materials. The typical duty is only 80 per 
cent. Given the easy availability of finance 
and income-tax concessions on capital 
goods expenditure, machinery import is 
a viable proposition for most industries. 
The only hurdle in the way of large im- 
ports is the availability of after sales ser- 
vice support and trained manpower at af- 
-fordable cost. 

The objectives of export promotion and 
modernisation of the industrial sector 
through a liberal import policy and a 
relatively low tariff structure does find 
supporters among industry and the intelli- 
gentsia. Nonetheless, the goal is defeated 
by a new provision by which the import 
of second hand capital goods, which are 
otherwise on OGL, is subject to the 
capital goods licensing procedure. The 
economy is denied the advantage of low 
cost import. The logic of a liberal regime 
should leave the decision on the viability 
and relevance of second hand machinery 
import to the entrepreneur. The Indian 
machine operator is fairly proficient at 
using old machines. This advantage is 
diminished by the new restriction. 

The liberalisation also marks a confes- 
sion on the part of the bureaucracy. It is 
not able to use the licensing instruments 
to make the economy move towards the 
desirable objectives of approprjate techno- 


_ logy and national self-reliance. 


On the plus side, the new capital goods 


import policy opens the door to new tech- | 


nology. It does not have to wait for 
‘recognition’ by the DGTD or the ad- 
ministrative ministry. The indigenous 
capital goods industry will, however, con- 
tinue to stagnate. This will be specially 
true for the public sector which was 
designed to build the muscle of Indian 
industry. The budget reduction of excise 
duty to 10:5 per cent from 15.75 per cent 
will hardly help the indigenous industry, 
given the high raw material cost environ- 
ment in India. Perhaps a transition from 


Wh pe 


in-house manufacture to import-based 
assembly type manufacture can be 


- foreseen. 


EKPORIE 


It is interesting to see the lengths to 
which the government is going to promote 
exports. The objective of earning foreign 
exchange at any cost seems to be foremost 
in the new policy. 

The instrument of using import licences 
as export incentives has been carried to 
a point where there is no relation between / 
the export product and the item imported 
against the corresponding ‘import reple- 
nishment (REP) licence. In the new 


_ policy, any item in the limited|permissible 


and canalised list can be imported against 
a REP licence. For example, a REP licence 
issued against export of leather garments 
can be used for importing caprolactum, 


an essential raw material for the manufac- 


ture of nylon filament yarn. 

While the near-complete withdrawal 6b: 
import licensing and customs tariff bar- 
riers on capital goods is a recent pheno- 


menon, the application of this policy on‘ 


raw material for so-called export produc- 
tion is visible for quite some time. The 
popular advance licensing scheme has 
been redrawn in the new policy with even 
more liberalisation of controls. (The ad- 
vance licensing scheme allows duty-free 
import of raw-materials against export 
obligation. It requires. a minimum value 
addition of 33 per cent in the export. pro- 
duct over the value of the imported raw 
material.) 

The extent of imports under the scheme 
can be seen from the figures for advance 
licences issued by the CCI and E. The 
value of licences increased four-fold from 
Rs 435 crore to Rs 1,660 crore in the four- 
year period 1985-89. In the last two years, 
the value has been rising at the rate of 
nearly 100 per cent every year. After ad- 
ding the figures for special imprest 
licences, which are akin to the advance 
licences, we find that the value of export- 
based duty-free import licences is the 
largest component in the total value of 
licence issued by the CCI and E. 

It is an established fact that imports 
under the scheme are leaking into the 
economy in a very big way. Large bribes 
are given to the licensing authorities in a 
routine manner to clear applications. Fur- 
ther, the policy officially allows disposal 
of duty-free material in the domestic 
market. The reason is that a licence appli- 


‘cation takes at least six months for ap- 


proval and export cannot wait for the 
decision. Applicants are allowed to buy 
indigenous raw material to fulfil the 
delivery schedule. Subsequently, they can 
use the import licence'to effect the import 
and ‘replenish’ the indigenous supply. 
‘While so much noise is made about ex- 
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port promotion, the entry of new entre- 
preneurs in the field is being restricted. 
The new import policy contains a provi- 
sion where all new entrants have to go 
through a scréening committee for the 


‘allotment of the import-export code 


number. This feature will reduce the en- 
thusiasm of the entrepreneurs. It may be 
noted that the export industry is based 
almost entirely on a new class of en- 
trepreneurs. The established business 
houses have not been particularly suc- 


. cessful in coping with the ups and downs 


of international trade. 

An analysis of the duty exemption: 
scheme—the broad name for the advance 
licensing and the special imprest licensing 
schemes—will reveal that the additionality 
to foreign exchange earnings is, at best, 
marginal, specially when aggregate hard 
currency inflows are compared with hard 
currency outflows. It is a scheme to pro-- 
mote inefficiency in the use of raw 
materials. Input-output and wastage 
norms are specified in the policy itself. 
Liberal wastage is allowed to give yet 
another incentive to exports. Inefficient 
use of raw material is rewarded while. 
efficient use is penalised. 


The plot in the import policy is not easi- 


. ly visible to the naked eye. Glaring incon- 


sistencies seem to coexist with loud 
declarations of aims and goals. Underlying 
the pronouncements on export promotion, 
there is a deliberate attempt to, reverse the 
economic policies and create an ‘open’ 
economy to subserve the requirements of 
the developed countries. In the first stage, 
the changes are being made in the name 
of exports. (The new industrial policy has 
dropped the fig-leaf of export promotion 
altogether. It openly allows free entry of 
multinationals up to 40 per cent of equity 
in a company without any restriction on 
the area. Foreign collaboration is auto- 
matic up to 5 per cent royalty. It is a moot 
point whether the intention will be 


' translated into practice since the notifica- 


tions under the Industries Act are yet to 
be issued.) What are the forces behind the 
changes in the import policy, customs 
tariff and the industrial policy? It is 
believed that there is a strong. lobby 
amongst the bureaucrats as well as econo- 
mists-turned-bureaucrats with a~ back- 
ground of working with World Bank and 
IME. The thinking behind the new strategy 
is being co-ordinated by the department 
of economic affairs while the basic policy 
is otherwise managed by the respective 
administrative ministries such as com- 
merce, industries, revenue. 

Once the trend and its formatting 
develops, vested interests take root. In the 
near future we may see the extension of 
the open door policy to new sectors such 
as banking, insurance and transport as 
well as oil and steel. 
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NOTICE. 


It is hereby notified for the information of the public that Hindusthan Development Corporation Limited proposes to 
give the Central Government in the Department of Company Affairs, New Delhi, a notice under Sub-Section(1) of Section of 
of the Monopolies and Restrictive Trade Practices Act, 1969, for substantial expansion of their undertaking. Brief particulars 


‘of the proposal are as under: 


1. Name and address of the owner of the 
Undertaking 


Capital structure of the owner Organisation: 


Location of the unit or division to be 
expanded ; 

In case the expansion relates to the 
production, storage, supply, distribution, 
marketing or control of goods indicate 


(i) Name of goods 


(ii) Licensed capacity/turnover before 
expansion 


(iil) Expansion proposed 


In case the expansion relates to any service, : 


state the extent of expansion in terms of 
usual measures, such as, value, turn-over, 
income, etc. 


.. Cost of the project 


Scheme of finance, indicating the amounts 
to be raised from each source 


: Hindusthan Development Corpn. Ltd. 


\ 


me ttle ale 


Mody Building 
97, Sir R.N. Mukherjee Road 
CALCUTTA - 700 001. 


(As on 31.03.1990) 
Equity Shares Preference Shares 
(Rs. lacs) \ (Rs. lacs) 
Authorised - 9,900 — 100 
Subscribed & 


Paid-up 


1,036 50 


: Malanpur (Distt. Bhind) Madhya. Pradesh. 


: Composite Steel Unit for manUfacture of Shaped Products. 
: 1,25,000 Tons per Annum. 


: 250,000 Tons per Annum. (After Expansion) 


Not Applicable. 


: Rs. 399.78 Crores (After Expansion) 
Rs. in lacs 


: Partly/Fully Convertible/Non-convertible 


Debentures/Equity by way of rights or 
public issue and internal accruals etc. 


Foreign Exchange Loan 


37,492 
2,486 


39,978 


Any person interested in the matter may make a representation in quadruplicate to the Secretary, Department of Company 
Affairs, Government of India, Shastri Bhawan, New Deihi, within 14 days from the date of publication of this notice, 
intimating his views on the proposal and indicating the nature of his interest therein. 


Dated this 12th day of June, 1990. 
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K.C. Jain 
President (Finance) & Secretary. 
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Full-Time Work, Part-Time Pay 


x Pi Shatrugna | 


To tide over the problem created by the shortage of teaching staff . 


on account of a Telugu Desam government-imposed blanket ban 
on recruitment an ingenious scheme to recruit part-time lecturers 
on consolidated salary has been devised and put into operation 


THE Telugu Desam government during its 
seven year rule took a number of decisions 
on education, most of them retrograde 
and patently undemocratic. Apart from 
tampering with university bodies like the 
Syndicate, senate and the academic 
council where elections were replaced by 
a system of nomination, the government 
had made several changes in the system 
of selection of the vice-chancellor. The 
nomination system was introduced at all 
levels, leading ultimately to the banning 
of students’ unions replacing them with 
‘student councils’. A part of this un- 
democratic process was the failure of the 
government in solving the unemployment 
problem. For instance the number of ap- 
plicants on the live register of the employ- 
ment exchanges which stood at 23.33 lakh 
in 1985 jumped to 27.25 lakh in 1987 but 
only 4,000 got jobs during the period. A 
blanket ban on recruitment was imposed 
in 1985, though there were thousands of 
vacancies. For instance, about 6,000 posts 
of lecturers remained unfilled. But unlike 
other departments, colleges could not be 
run without lecturers. To tide over the 
problem, the government thought of an 
ingenious method to recruit part-time/ 
temporary lecturers on consolidated 
salary. 

It is estimated that about 3,000 part- 
time lecturers are working in various 
degree colleges in the state drawing a 
maximum salary of Rs 1,450 per month. 
The reason’ for such large numbers of 
lecturers working as part-timers has a 
history. Lecturers in Andhra Pradesh 
earlier were recruited broadly in three 
ways. While lecturers in university service 
were recruited by the university-consti- 
tuted selection committees, teachers in 
government colleges were selected by the 
Andhra Pradesh Public Service Commis- 
sion. The third category affiliated/aided 
colleges recruited teachers through respec- 
tive managements. Over the years it was 
found that recruitment of teachers by 
managements resulted in corruption 
especially in the coastal Andhra region. 
Additionally, casteism also played a major 
role in the selection of candidates. 
Perturbed by such unhealthy trends in the 
recruitment pattern, recognised teacher 
bodies like the All India Federation of 
University and College Teachers’ Organi- 
sation (AIFUCTO) in the state demanded 


recruitment by a centralised body in the 
hope that the new system would eliminate 
the twin influences of money and caste. 
After a struggle lasting over 20 years the 
teachers had succeeded in convincing the 
newly elected Telugu Desam government 
in 1983 to establish a college service 
commission for the selection of teachers 
in junior and degree colleges. The service 
commission came into existence only in 
1985. But 1985 was a crucial year for the 
TDP. After a triumphant victory in the 
March 1985 assembly elections and a near 
total capture of the Lok Sabha seats in the 
December 1984 Lok Sabha elections, NTR 
in a most crude and dictatorial manner 
started implementing ‘economy’ measures 
in the state. A total ban on recruitment 
was imposed all over the state. In the case 
of the college service commission, it was 
much more easy for the government to 
implement the ‘economy’ measure as the 
commission was still in the formative 
stage. This was done in.a most devious 
manner, 

As a first step, vacancies in the com- 
mission were not filled on the flimsiest of 
grounds. The teaching community which 
had taken the lead in the establishment of 
the commission was shocked to find the 
commission headed by an infirm and 
ageing chairman. No selection of teachers 
took place. When legislators raised the 
issue in the state assembly, the government 
most reluctantly held a ‘test’ in December 
1987 as a ‘first step’ towards selection. 
Meanwhile, lack of sufficient teachers in 
the colleges wrecked havoc on the 
academic career of students. The govern- 
ment found an ingenious method to solve 


marginalised people essential. 


base. 


REMUNERATION will be Commensurate with qualifications and/or experience 
but not less than Rs: 30,000 p.a. plus benefits. Apply with bio-data and other 
relevant information by 15TH JULY, 1990 to the Executive Director, Action on 
Disability and Development (India), PB. No. 2598, Bangalore 560 025. 
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subjects under the new formula. 


ACTION ON DISABILITY AND DEVELOPMENT (INDIA) 


requires TWO people to work with disabled people in villages in South India, 
QUALIFICATIONS and/or EXPERIENCE in rural development or working with 


Fluency in English and Tamil or Telugu essential. 
Preference will be given to woman with disability. 


The job will involve facilitating disabled people to organise themselves for their 
own development. The job demands extensive travel in villages from a Bangalore 


the problem by recruiting temporary 
lecturers on part-time basis with a 
monthly consolidated salary not exceeding 
Rs 1,450 or Rs 20 per period whichever 
was less. 

- Commensurate with this decision. the 
weekly work-load of a ‘regular’ teacher 
was increased from 18 periods to 20 
periods showing surplus staff in many 
For — 
instance, for a work-load of 90 periods in 
a subject, earlier there were five full-time 
lecturers sharing the work at the rate of 
18 periods per head. Now under the 
revised scheme the subject concerned 
needed only four full-time lecturers and 
one part-timer with a ten-period work- 
load. In this manner, the entire extra work- 
load was shown as ‘part-time work’ and 
lecturers were recruited and paid on that 
basis. Additionally, wherever there was, let 
us say, 20 periods of extra work-load in 
a subject, a part-timer was appointed with 
a monthly salary not exceeding Rs 1,440 
per month. The government thus saved a 
lot of money under the new formula. 
Apart from this loss, part-timers were not 
eligible for any legitimate privileges like 
DA, HRA, pension benefits, etc, that are 
normally accorded to a lecturer. By 
‘recruiting’ a large number of part-timers 
in this manner, the government created an ' 
impression among the lay public that there 
were ‘adequate’ teaching staff in colleges. 
At the same time it maintained that the 
measure was temporary. But in reality the 
measure has been legitimised into a 
permanent feature. 

After the fall of the NTR government, 
part-time teachers thought that the new 
government under Chenna Reddy would 
be more sympathetic to their cause. But 
things have remained just the same. For 
instance, a few weeks ago, the higher 
education minister K Easwar Kumar while © 
addressing a gathering of part-time 
teachers admitted that their problems were 
genuine but refrained from making any 
commitment} as he considered the pro- 
blems of the ‘totally’ unemployed people 
to be more ‘genuine’. 
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HUMAN RESOURCES DEVELOPME 
IN A BUSINESS 


Speech delivered by Mr. BR. Shah, Chairman, 
Lipton India Limited, at the Annual General Meeting 
held on June 8, 1990 in Calcutta. 


India's physical resources have 
many dimensions. Fertile crop lands. immense 
reserves of minerals, great rivers, a long coast- 
line and a diversified industrial base are only 
a small sample. 

The greatest of all our assets, 
however, are human resources. These ‘are 
abundant, inexhaustible and,/more important, 
can be deyeloped and channelled to meet the 
equally colossal problems confronting our 
country, However, for these resources to be 
productive, they must be high calibre. 

Many types of resources are nec- 
essary to manage an industry: capital, techno- 
logy and goodwill in the form of property in 
brand equity. But the mere existence of these 
resources is nota sufficient condition for entre- 
preneurial activity: they need human resources 
to make them come alive. 

Today I propose discussing 
human resources at Lipton, and how these re- 
sources have been so nurtured and husbanded 
to respond to the needs of a fast changing busi- 
ness environment, in the-context of its own 
growth strategy, 

There are five broad issues that 
a large business such as Lipton needs to address 
itself to in organising and developing human 
resources On a sustained basis and to put other 
resources like finance, technology and) brand 


. equity to the best possible use. 


These are: 

Human resources must be responsive to the 

needs of the business, 

Team effectiveness and a collaborative cli- 

mate are crucial to achieve business success 

- the company’s value system plays an im- 

portant role. 

The basics of motivation have tobe fully un- 

derstood. 

D. Recognising the importance of communi- 
cation, to enable people in an organisation 
to network to achieve change and growth. 

E. And, lastly, insight into future trends in the 
environment relating to human resources 
and their impact. 


ig 


9 


A. Shaping Human Resources 
to Respond to Business Needs 


An enterprise as large as Lip- 
ton needs to have a clear perception of its busi- 
ness goals and an appropriate agenda to mould 
its human resources to successfully manage 
change. This entails insight into anticipated 
business changes, grooming managerial resou- 
rces, improving productivity through training 
and streamlining manpower in every facet of 
its operations, Let me now recount Lipton’s 
experience in meeting these tasks. 


1. Business changes 

Lipton’s business in India dates 
back to 1889, The company remained a single 
product — tea — business until 1984. Its first task 
was to become a multi-product enterprise so 
that its operations could achieve a reasonable 
degree of stability. The second was even more 
serious: its original business, tea, needed con- 
siderable attention as there were clear signs of 
sickness. The people in this business therefore 
had to adapt to the imperativeness of change 
to make it viable and they and those from other 
businesses such as Edible Fats, Dairy Products 
and Animal Feeds who came to the Lipton fold 
had to be harmoniously integrated. The ‘New 
Lipton’ had to demonstrate its cohesiveness 
and team spirit. This was important not only 
for the growth of these businesses but also to 
enrich the jobs and allow for the growth of the 
people Working for these businesses. 

That we finally managed to put 
these behind us was the result of a lot of intros- 
pection and strategic planning, particularly in 
our tea business, together with a clear focus 
on adapting the positive aspects of the compa- 
ny’s human resources to the tasks of the future. 
Better cost and commercial controls, innova- 
tions in marketing, an accent on productivity 
and changes in the distribution arrangements 
were also undertaken. 
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_nin both the traditional and new. business: 


Tite 2 ocgningp iss ai Pb 


f A new ambience was crea‘ 
bring together the people in the traditic 
the new businesses and to raise overall py 
sional standards by an exchange of p 
‘across businesses and enrich experience 

‘Liptonians’ today man ow 
units. The company has a significant 
presence in over 3,500 important town: 
700,000 retail outlets buy Lipton ae 
larly. Our people have also introduce 
products and created brarid rte 
market segments. Our marketing teams 
created innovative advertising communic 


reflect the changing aspirations of the« 
sumer. - j 

The company now has 
brands: Flora, Taaza and Tree Top. Lipi 
factories also handle larger throughputs. ‘, 
ermisation and renewal have expanded | 
city. These have all been successful becau 
the company’s attention to the developr 
its human resources. 5 


2. Building managerial 
resources 


A company’s success as a i 
ness substantially depends on the quality } 
managerial resources, and the leadershigi 
able to provide to take the-business form 


Selection of managers. 

Selection to management i) 
orous and our standards are high. Ther: 
three ways in which Lipton meets its rec 
ment of managers: through the Manage: 
Trainee Scheme, through direct recruits 
and through promotions from within. Li 
recruits the trainees in conjunction with « 
Unilever companies in the country. thre 
interviews, often conducted at the camp 
of well-known institutions. 

Lipton’s credo is that the ¢ 
pany offers those intending to join it “only « 
ers, and not jobs”. Defined this way, the cbn 
nys commitment to managerial manpc 
becomes amply clear. Of course it is expe 
that the manager who joins the busir 
usually as a youngster, also has a similar ¢ 
mitment to making a career with the comp 
This is the philosophy for selection in Unil 
companies in India and, indeed, interna 
ally. 

Recruitment & induction 

The management trainees 
join the business come through a rigo 
selection procedure. They are bright and yc 
and usually not much exposed to busit 
Invariably these young men and women c 


June 16-23, 1990 


middle class homes with an accent on 
C education as an important asset. 


€ a bird’s eye view of the business irre- 

ive of their field of specialisation. They 
re also exposed to formal and intensive induc- 
nm programmes. The objective is to integrate 
g minds with Lipton’s corporate thinking, 
“encourage openness and enable them to per- 

ceive the linkages among the diverse parts of 
the business. They also spend eight weeks, as 
of their training, in Etah, where Hindustan 
erand Lipton have an Integrated Rural De- 
lopment (IRD) Programme. Except for the 
osure to IRD, the direct recruits and internal 
ees also go through a similar induction 


Sg A han 


8 months to 24 months: The trainees are aided 
a ‘tutor’, usually a-departmental head or a 
enior manager who meets them periodically 
id records any observations in a contact book 
rhich the trainees maintain. Our training pro- 
exposes the trainees to the company’s 
tions at various levels. They learn by do- 
ing, writing reports and undertaking project 
‘work on live problems. At the end of the train- 
period comes an interview with the Chair- 
man. After their confirmation, the trainees are 
ed to a job in their field of specialisation 
where they normally remain for a period of 
= to four years before being transferred to 
et experience-enriching position. Annual 
isals and on-the-job counselling from ex- 
ienced colleagues enable trainees acquire 
necessary managerial skills and perspect- 
. The fact that performance is assessed 
painst objectives agreed and set at the begin- 
‘ning of each year, and the manager is:free to 
‘record his reactions at the time his appraisal is 
id out to him, makes the system as fair and 
objective as it can be. 
_ Manager & entrepreneurship 
A business has to take risks. Man- 
rs eatinre cannot seek protection against 
ssible failures in the process of being entre- 
neurial. Lipton extends unusual. opportuni- 
fies to make people “intraprerieurial”: In the 
‘company’ s Animal Feeds Business, for inst- 
ce, young managers can discover the entre- 
ate in themselves. An Area Manager of a 
Lipton Animal Feeds: Unit typically handles 
sales, production, buying, union negotiations 


nature enhances his experience. When he 
moves later in his career to jobs in marketing, 
finance or general management, he.becomes 
leader in his own right and is able.to motivate 
a bigger team of people. 

: - Remuneration ; 
A key to building an effective, 
well motivated management team is a reward 
system which is not only fair, but is also seen 
to be fair. At Lipton, the practice is to remuner- 
a manager according to the nature of job 
ponsibility shouldered. 


- BE 


ee a 


The new recruits to Management 


The training period ranges from - 


d has to think on his feet. Exposure of this , 
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Increases in the salary levels in 


the normal course depend on performance and 


the extent to which the objectives set have been 
achieved. This means that salary rises are merit- 
based, and not automatic. « 


Planning & review 

The quality of success a business 
plans to achieve tomorrow and the future it 
creates for itself largely depend on the ‘people 
decisions’ you’ make today. What makes this 
systematic at Lipton is a procedure called the 
‘Personnel Planning Review’. This takes into 
account several relevant factors such as the 
effectiveness of the present organisational 
structure, the changes needed to meet future 
business demands, assessment of management 
resources and specific training Require 


3. Enhancing productivity 
through training 

Lipton believes in keeping its hu- 
man asset in the best possible state of health. 
This can only be achieved by a well thought 
out plan to rejuvenate and renew talent of a 
high calibre and a management committed to 
a culture of excellence. 

A key ingredient of this process 
is Lipton’s policy of providing training to its 
people. The numerous training programmes 
the company organises are business-led. On- 
going programmes include skills courses of a 


wide variety, e.g. sales skills courses which pro- 


vide the sales teams a hroader picture of a 
changed market and adapting to the competit- 
ive environment; courses in computer applica- 
tions; workshops for sharpening commercial 
skills, amongst many others. 


Training programmes have a 
clear objective: to make the work force do their 
job better through minimising wastages, main- 
taining plant and equipment and_sharing the 
corporate concern for quality, cost - effective- 
ness, and safety. Such programmes are run at 
individual unit levels. 

Training is often pro-active and 
anticipates the need for a new range of know- 
ledge or skills arising out of a perspective busi- 


iness plan; for instance, in the application of 


information technology, logistics and energy 
conservation. 

; Another dimension of training is 
its ‘people’ orientation, The annual appraisals 
of employees usually suggest special areas that 
need attention in terms of training inputs. These 
inputs.are particularly regular for supervisory 
and managerial personnel. Quite often the 
training needs stem not from,an analysis of the 
present performance but the potential the 
employee has to take on another job at a higher 
level. 

Training is a continuous process 
and we find that it is most effective when it 
occurs on the job or is closely allied to it. In 


- this way, training is made relevant to meet busi- 


ness needs as well as to improve performance 
and productivity, 
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4. Overmanning 
Overmanning remains one of the 
vexing issues in many companies in the country 
and Lipton is no exception, In-fact, the older 
the organisation; the more intractable a solu- 
tion to the problem. Overmanning incréases 
costs, saps competitive power, and affects the 
viability of the unit leading to its eventual sick- 
ness. 
The management, however, has 
a responsibility not to let a unit become sick. 
They can only do this when they evince 
genuine concern for the work force and their 
post-resettlement problems once they decide 
to accept a separation package. The manage- 
ment should at the same time invest in such 
units to moderpise them and retrain the remain- 
ing work force and undertake comprehensive 
cost c ie measures to ensure that the phe- 
nomenon of sickness does not recur. This is 
the approach that Lipton has successfully 
adopted. 


The activities of a great 


: ‘number of people have to be coordinated into 


effective working teams. This requires a clearly 
defined organisational structure whose basic 
objectives are understood and accepted by all 
involved. From the overall objectives of the 
company, individual unit objectives are estab- 
lished and these are further broken into object- 
ives for departments, teams and for individuals. 


What ‘pervades Lipton’s busines- 
ses, spread across the country, is the emphasis 
on team-work. It is the inculc&tion of an effect- 
ive team-work culture, focusing on the 
strengths of individual employees in a profes- 
sional atmosphere, which has enabled Lipton 
to swiftly adapt to the changes in the business 
environment. Such an effective team -culture 
thrives because of openness and trust nurtured 
by a well recognised value system, effective 
team-work among managers and a sound po- 
licy of industrial relations based on mutuality 
and fairness in collective wage bargaining. 


1. Value system 

Lipton shares a certain ethos, cul- 
ture and values with a larger group, Unilever, 
a world leader in consumer products. As a 
member of Unilever, it has a wider view of the 
world, Unilever’s experience in managing peo- 
ple internationally has been adapted to Lipton’s 
Human. Resources Development (HRD) 
strategy, ; 


The consumer is.at the heart of 
the company’s business and, therefore, ensur- 


- ing product quality is an article of faith. 


Merit is the main criterion for the 
progress of an employee in Lipton. 

The'people who work for Lipton 
believe in a strong work ethic ‘and integrity. 
This is extremely important as everyone who 


B. Focus on Team-building 
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works in the company, whatever the level, is 
an employee, and collectively, accountable to 
the company’s true owners — shareholders like 
all of you here. 


2. Team-work among 
management 


Working as a team is particularly 


important for management. Lipton’s businesses 


operate in highly competitive markets. and 
there has to be continuous inter-functional 
coordination not only to solve problems speed- 
ily butalso to take advantage of entrepreneurial 
opportunities. The managers also have to work 
as a team in a number of other areas like new 
product development. Lipton’s success in turn- 
ing around the fortunes of its original tea busi- 
ness and emerging as a multi-product-company 
is the result of team-work. 


3. Human resources & industrial 
relations 
An industrial culture demands an 
atmosphere of discipline, effective team-work 
and a shared concern for the success of the 
business. In view of this, it is important that 
good industrial relations practices are fostered. 


4. Collective bargaining 


Lipton believes that the key to 
secure relationships is trust and mutuality. This 
belief strongly influences its approach to dia- 


_ logue with the unionised category of employ- 


ees, 

At all our units we attach great 
value to bilateral.and open discussions on is- 
sues of joint concern. Such a dialogue has 
helped us to evolve a fair wage policy. Our 
policy is to pay in line with the region and 
industry and also on a level which ensures the 
long-term viability of the unit, security of con- 
tinued employment, and all this in an envi- 
ronment of rising expectations. Our experience 
has shown that the best way to provide a fair 
wage and at the same time maintain viability 
is through linking benefits to productivity. This 
ensures that all concerned are involved in the 
growth of the unit and the organisation as a 
whole. 


C. Motivation: The Moving 
Force to Excel 


People are not like machines 
whose output we may be able to direct or con- 
trol by pressing a few buttons. Any large busi- 
ness which has a long-term stake in building 
a sound future must recognise that human in- 
teractions and their results are subject to va- 
riance. Some of the factors that provide a strong 
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motivation to people in a business to excel are: 
the structure. of the organisation, fair as- 
sessment of an individual employee's perform- 
ance and creation of a sense of belonging to 
the company. Let me now discuss these in the 
backdrop of Lipton’s operations. 


1. Business structure & 
motivation 

Lipton’s business structure ‘is 
based ona profit centre organisation. The profit 
centres share central services such as finance, 
technical, personnel, and others. Since profit 
centres are ‘profit responsible’, inter-functional 
coordination and swift decision making are 
assured and business goals are continuously 
monitored. In a sense, it is the accountability, 
recognition and involvement inherent in the 
business structure which creates the motivation 
for individuals. 


Considerable plannirg is neces- 
sary to create, develop and deploy human re- 


sources, and such advance action is possible 


only if the business plans mesh well. with the 
mosaic of human resources. Lipton, has pre- 
pared a five year business plan which spells 
out product fields, marketing, sales and pro- 
duction objectives and strategies, the cost of 
financing new activities, modernisation pro- 
grammes, and investments. This plan has an 
important ingredient: atime horizon. After 
identifying the nature of skills required, particu- 
larly for the new activities, the HRD function 
has to determine the methods of training/re- 
training or redeployment. \ 

Another facet is planning for re- 
placement of people leaving the business due 
to natural factors like retirement and ill-health. 
The company's manpower planning is object- 
ive and is based on the concept of zero-budget- 
ing, but it does recognise that with experienced 
people leaving, regeneration of skills to meet 
newer demands has to be planned. 


2. Appraisals 


An annual appraisal system 
which covers most employees ensures that a 
record is maintained on current performance. 
More significant, the appraisal system takes into 
account the individual's potential to shoulder 
higher responsibility. This system promotes 
healthy competition. For the future, we plan 
to extend such an appraisal system to cover 
more categories of employees. 


3. Creating a sense 
of belonging 
The vitality of an organisation 
lies in its ability in knitting its people and mak- 
ing them feel that they belong to a team. 
Lipton’s people work across the 
country and the company’s house journal, 


‘more complex the process of ensuring thai 


* 


which reaches every employee regularly, 
vides a corporate personality to the organisi 
tion. Fora business as large as Lipton, a ‘peopl 
focus is essential and the house journal se rs 
this purpose. The good service awards, 
sports, safety week, mock fire drills, re iri 
ments, marriages, success of children in exan 
nations, blood donation, special scuviel 
der IRD in Etah — news covering all these fi 
a place in the journal, together with busir 
oriented news which the journal chronicle 
from time to time. : 
Whether it is the Pongal fe 
celebrated by colleagues in Lipton’s fa 
Tiruchy or a professional quality stage p: 
tion organised by employees of our Calcu 
units, what comes out is the individual creativi 
urge for expression. A business has to con 
sciously provide such outlets. Well organised 
they usually become both enjoyable and fulfilli 
ing. This has been Lipton’s happy experience 


D. Networking for Change 
-& Growth 3 


The larger an organisation, th 


people who make a career with it wori 
together, understand the broader compan 
goals and help bring about changes vital! 
needed to seize growth opportunities, Our s 
cess here is due to a conscious process of shi 
ing information with employees and buildin 
an atmosphere of empathy. 

In the beginning of the decad ei 
the company’s focus was to set the house ini 
order in its tea business. A mature’ business ini 
many ways, it was battered with problems_o« 
rising costs, a modest market share in a relat\ 
ively static market, and little by way of invest: 
ment in new assets to raise productivity, It was 
caught in a vicious cycle. 

Empathy built with etiplova! 
both on-the-job and through regular training 
programmes, helped bring about an attitude of 
understanding. The opportunity was also takén 
to openly air, in management/union discus- 
sions, the problems the business faced. Facts 
conceming rising overhead costs without an 
appropriate increase in sales volumes and pro- 
fitability, and their long-term adverse impact 
were also freely discussed. In short, the experi- 
ence gained reinforced the need for continuous 
dialogue in order to nurture a healthy attitude 
of collaboration rather than futile confrontation 
and conflict. 


The credit for making it happen 
goes to our unit heads and colleagues down 
the line. They made information sharing about 
the state of the business the corner-stone of 
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relations, arid looked-upon colleagues at 
els as a vital resource that we needed to 
lild on and value. The company also organ- 
surveys from time to time to have an 
ive assessment of how the organisation 
rceived by its people. 
: The process of information shar- 
ontinues: For instance, our sales person- 


es take part in what are called “Our 
ess And Us” programmes. These bring 
e the fact that large investments are being 
e by the company today to strengthen its 
rket position. At the heart of such program- 
es is the message that the company is set on 
new course so that the long-term future is 
de more secure and the people have a 
ronger company to work for. 


. Future Issues in Managing 
Human Resources 


2 W hat kind of people will in- 
oa and business need in the future? I believe 

pecialist managers have a significant role 
0 play, but the need will be even greater for 

le with leadership attributes. Such manag- 
27s must feel at home and be effective wherever 
os are posted, a metropolis or a place in the 
nterior of the country. And they will have to 
> resourceful, Sea and very, innovative. 
finance man, for instance, will have to be a 
ateral thinker, at home in financial engineer- 
, and one who brings to bear a new kind 
“business sensitivity on the internal envi- 
onment. The same applies to marketing and 


aroduction. 
With continuing liberalisation, 

‘ompetition will be intense and the people 
nanning industry will have to deliver products 
f significantly better quality and value to the 
‘onsumer. Given the flux and rapid pace of 
hange, reactions to developments in the mar- 
cet-place will have to be swift. So employees 
It 2 all levels will have to be better trained, more 
'ducated, technically competent and aware. 

With this backdrop, let me ad- 
3 some of the issues that we need to tackle 
n the future years. 


1. Demand for managerial 
nnel 

There is keen demand today for 
alerted people, particularly managers, unlike 
ver in the past. As industries and the service 
ector of the economy grow, this trend will 
trengthen. Lipton, who is. engaged in very 
ompetitive businesses, will have to be pro- 
ctive while at the same time preserving its 
ime-tested value system. Our reward system, 
york culture, and ability to provide career 
rowth opportunities will all be closely under 


eview to meet the challenge. The world is . 


hrinking rapidly and young people who are 
chievement-oriented will be drawn ihcreas- 


agly by global opportunities. 


. 
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supervisors, office and shdp-floor col- / 


2. Linkage with the educational 
system 

An allied area where perhaps in- 
dustry in general will have to focus on more 
sharply is increasing the availability of the right 
calibre of people; this will require industry to 
initiate suitable linkages with academic and 
technical institutions. This is a step needed not 
only to enhance the number of people avail- 
able for managing businesses in the future but 
to make them competitive with products and 
services of international calibre. This in turn 
will equip the country for opportunities in in- 
ternational trade, an area that will grow in 
importance, 


3. Facing up to a new kind of — 
competition 

For nearly four decades India has 
remained a sheltered market. But with lib- 
etalisation, all of a sudden there is need for a 
new breed of personnel who have to under- 
stand competition in all its aggressive forms. 
This calls for a market and customer orientation 
of a kind vastly different from the one that we 
have known in our sheltered: years. Human 
resources development in future has therefore 
to adapt to this emerging scenario. 


4, Training intensity 

One of the major issues will be 
training. Since shortage of the right type of 
people is likely to be a fact of life, the standards 
of internal training systems will have to be 
moulded so as to enhance the promotability 
potential of an increasing number -of people 
from within. 

Since the pace of change in tech-_ 
nology and consumer preferences will be more _ 
tapid, employees will have to keep learning 
newer and newer things to cope with the de- 


mands of change. So nimbleness of mind that ° 


needs to be cultivated through acquisition of 
new knowledge and skills and hands-on train- 
ing will be of a very different order. People in 
charge of HRD will have to recognise this right 
from the stage of selection of employees so 
that making? people respond and adapt to , 
change in the business environment becomes 
an integral part of the business strategy. 


5. Challenge of motivation 
Since the new employees and 
managers will be of a calibre selected with an 
eye on the future, they will-all be of similar 
high competence levels. It will be a challenge» 
to keep motivating them. It is conceivable that 
organisational structure will have to be looked 
at innovatively in order to meet the motiva- 
tional needs of people and ‘position’ them in 
jobs with the right type of se sonsbilith 
Introduction of high technology 


and work groups operating without the tradi- 


tional band of supervisors or inspectors will 
become more common. Such ‘semi-autono- 
mous work groups’ will have to be trained to 
have the motivation to take care of equipment 
atid meet output targets and tough quality stan- 
dards.. 
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This will also demand leadership 


attributes of a high order on the part of people 


manning such decentralised operations. 


Conclusion 


Lipton has changed remark- 
ably in the last ten years, Its human resources 
were channelled to respond to the imperatives 
of change. We encountered severe problems 
as the decade opened. We overcame them and 
turned around the tea business. The process 


“has progressed to such an extent that today 


Lipton is investing capital in developing this 
business further. In fact, only recently Lipton 
opened in Etah, Uttar Pradesh, a modern tea 
factory to produce packet teas and instant tea 
concentrate, The commercial goals have be- 
come better focused and the distribution sys- 
tem is being reshaped to meet the needs of the 
business today. The company’s Tea Exports 
business too has become an efficient and grow- 
ing Operation. 

; From being a single product 
business, Lipton emerged as a multi-product 
enterprise in 1984. More units and more people 
have joined the Lipton family. Team-building 
and team effectiveness have been achieved 
with emphasis on training and motivational 
inputs. 

The tea business and other bu- 
sinesses such as Edible Fats, Dairy Products 
and Animal Feeds which Lipton acquired later 
have all grown profitably in these years. 

The human resources that Lipton 


has built over this decade of challenge will 


enable the company to face the future, The 
future will undoubtedly bring forth several dif- 
ficult issues, but your company is already con- 
scious of some of them, and I, therefore, have 
confidence that the business will be in the 
hands of highly competent people. 


LIPTON INDIA LIMITED 


This does not purport to be the proceedings of 
the Annual General Meeting. 


Ifyou wish to obtain a copy of this AGM address 
in a booklet form, please write to: The 
Communications Department, Lipton- India 
Limited, 9/2, Mahatma Gandhi Road, 
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Land Rights and Ethnic Conflict | 


in Nepal 


Thomas Cox 


Studying land rights in Nepal reveals serious ongoing conflict 
between dominant high-caste Hindus and some ethnic minorities, 
in the process shattering the myth about Nepal being a country of 
ethnic harmony. Land reform legislation has done more to hurt 


these minorities than help them. . 


THERE is a myth prevalent among many 

‘people that Nepal is a land of ethnic 
harmony where Hindus, Buddhists and 
Animists all get along. Indeed, many 
people (especially Nepal’s ruling elite) 
point to current strife in India, Sri Lanka 
and Bangladesh to support claims that 
Nepal is the only: country in South Asia 
that has not been afflicted with chronic 
conflict between different ethnic groups. 
_ Current ethnic relations in Nepal however, 
when looked at from the perspective of 
land rights, reveal tremendous conflict 
between politically and economically 
dominant high caste (Brahman, Chetri 
and Thakuri) Hindus and Buddhist and 
Animist ethnic minority groups. What 
follows is a discussion of how Limbu, 
Chepang and Tharu tribes have lost much 
of their lands, and the consequences of 
this for members of their respective 
societies. 


LIMBU 


The Limbu are a Tibeto-Burmese tribe 
who live in the Illam district of far eastern 
Nepal [see Caplan 1970; Jones 1976; 
Upreti 1975]..The Limbu have lived in 
Nepal for over a thousand years, and were 
the first human inhabitants of Illam 
district [Bista 1987]. The Limbu economy 
is characterised by subsistence agriculture, 
livestock husbandry, commerce and 
military service [ Upreti 1975]. Limbu are 
socially organised into patrilineal clans 
known (in the Limbu language) as suhang. 
Limbu have an Animist religion which 

emphasises the worship of deities believed 

‘to inhabit the mountains, rivers and earth 
[Bista 1987]. The primary religious 
authorities among the Limbu are shamans 
(known as fedangma who preside over 
important rituals and social events such 
as weddings, birth rites and funerals [see 
Sagant 1985]. 

From 1774, when Illam was forcefully 
incorporated into the Nepali state by 
Prithvi Narayan Shah, until 1886, the 
kipat tenure system enabled Limbu to 
maintain ownership and control over their 
trival lands. Under the kipat system, all 
land in Illam district was the common 
property of Limbu, and could not be sold 
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to members of other ethnic groups [ Jones 
1976; Caplan 1970; Upreti 1975]. In the 
1800s kipat land in Illam was so plentiful 
that the Limbu could not do all the agri- 
cultural work themselves. To make up the 
labour deficit they hired Brahman tenants, 
who cultivated the land in return for a 
share of the produce [Caplan 1970]. 

In 1886, however, the Nepali govern- 
ment passed a law which converted all 
cultivated kipat into raikar tenure. What 
this meant was that all land in Illam could 
be claimed for ownership by whoever 
cultivating it at that time. As a result of 
this legislation most cultivated land owned 
by Limbus suddenly became the proper- 
ty of Brahmans, making them the 
economically dominant group in Illam. 
This economic dominance, along with 
literacy, control over government positions 
in [lam and knowledge of Nepali law, 
enabled Brahmans to continue their 
takeover of Limbu land [Caplan 1970]. 

The 1886 legislation impoverished many 
Limbu, forcing them to borrow money 
from Brahmans by using their remaining 
land as collateral. After the loan contract 
was signed Brahman moneylenders often 
added ‘a few more zeros’, making it seem 
that the Limbu debtor had borrowed 
much more than he actually did. When 
the Limbu could not pay back the money 
the Brahman would possess his land 
[Caplan 1970]. Brahman manipulation of 
loan contracts was facilitated by the fact 
that Limbu were generally illiterate and 
depended on Brahmans to make up all 
contracts and forms. 

All the Limbu had to have a form 
(signed by a government official) verifying 
their claims to kipat land. Many of them, 
not knowing the significance of this land 
claim form, would lose or damage it. 
Realising this, Brahmans often challenged 
Limbu land ownership claims. When 
Limbu could not produce the proper 
forms the Brahmans would often take the 
land in question [Caplan 1970]. 

The continuing loss of tribal lands 
created profound economic and cultural 
stress in Limbu society. In the 1930s the 
Limbu mounted a revitalisation move- 
ment, known as Satya Hangma, in an ef- 
fort to combat the stress and cultural 
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Gurkha soldier called Phalgunanda, — 
claimed that by returning to traditional 
customs and to religion, the Limbu would 
become powerful enough to push the 
Brahmans out of Illam and regain their 
land. Phalgunanda died in 1946, and with 
him the Satya Hangma movement [Jones 
1976]. 

i vale resentment over usurped tribal 
land exploded into a Limbu uprising in 
which dozens of Brahmans were killed. 
This revolt, however, was quickly put 
down by Nepal’s Rana government 
[Upreti 1975]. 

In 1968, the Nepali government aboli- 
shed the kipat system of land tenure, 
resulting in the loss of the Limbu’s re- 
maining tribal lands [Dalal 1985]. Many 
Limbu are now tenants on land which 
they once owned. Indeed, over 70 per cent 
of the remaining Limbu owned land is 
currently mortgaged, primarily to 
Brahman settlers in Illam [Pye-Smith 
1988]. 


CHEPANG 


The Chepang are a Tibeto-Burmese 
tribe, 9,000-strong who live in the central 
Nepali districts of Dhading, Makawanpur, - 
Chitwan and Gorkha [Bista 1987]. The 
Chepang have lived in Nepal for at least 
500 years; and were the first inhabitants . 
of the districts in which they live [Rai 
1985]. At one time virtually all Chepang 
lived a nomadic, hunting and gathering 
life. Over the last 100 years however, the 
Chepang have become increasingly depen- 
dent on agriculture. Most Chepang now 
subsist on a combination of their own 
agricultural produce, and game and fruits 
collected from the surrounding forest [Rai 
1985]. The Chepang are organised into 
exogamous, patrilineal clans, each of 
which have their own patron deity, which 
inhabit certain natural features such as 
mountains, rivers and the earth. Chepang 
religious activity centres around the 
worship of these clan deities [Bista 1987]. 


In 1854, the Chepang were given kipat 
tenure over their extensive territory, by 
Nepal’s Rana government, as a reward for 
military service rendered during the 
Nepal-Tibet war [Rai 1985; Gurung 1988]. 
In 1928 however, the Nepali government 
abruptly. converted the Chepang’s kipat 
land into raikar tenure, which essentially 
meant that the Chepang lost ownership 
over all their uncultivated tribal land 
[Bista 1987]. Hindu (mostly Brahman and 
Chetri) settlers began pouring into 
Chepang territory to take over the ‘avail- 
able’ land. The loss of Chepang land to 
Hindu settlers has been a continuing 
process, from 1928 up to the present day 
[see Rai 1985; Pye-Smith 1988].Nor has 
this loss of land been confined to unculti- 
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_ vated Chepang territory that was pre- 


viously held under kipat tenure. In many 


_ tases, Brahmans have asked to rent or 


borrow cultivated Chepang fields for a 


__, Season or two, to cultivate a particular 


crop. When the crop season was over and 
the Chepangs asked for their land back, 
the Brahmans refused, and used their 
superior political and economic clout to 
Maintain possession over the usurped 
property [Pye-Smith 1988]. In other in- 
stances, Brahmans have made a mit (ritual 
friendship) with a Chepang, given them 
some minor gift, such as a small amount 
-Of rice, and then coerced them into giving 
cultivated land in return [Pye-Smith 1988]. 
In still other cases Brahmans have 
‘unilaterally taken over cultivated land for 
which Chepang haye not maintained 
~ proper ownership and registration papers 
[Rai 1985]. This usurpation of land has 
been greatly facilitated by widespread 
illiteracy and lack of education among the 
Chepang. As a result of losing their land 
the majority of Chepang have become 
seriously impoverished. Most Chepang 
have been forced to borrow money, often 
at usurious rates, to meet their basic needs 
[Bista 1987], and in at least one Chepang 
community there is widespread starvation 
[Pye-Smith 1988]. 


THARU 


\ Tharu comprise a large tribal group of 
over 4,00,000, who live in scattered settle- 
ments throughout Nepal’s southern ferai 
(plains) region. Tharu have lived in 
Nepal’s terai for over 600 years and were 
probably the first inhabitants of the 
region. They speak an Indo-European 

. language related to Hindi, Bhojpuri and 
Maithili [Bista 1987]. Tharu have an 
Animistic religion which revolves around 
the worship of deities believed to inhabit 
the earth, forest and people’s houses [see 
Rajure 1982]. The Tharu also pay homage 
to ancestral and clan deities. The primary 
Tharu religious figures are priests known 
as garuwa [Rajure 1982]. The Tharu 
economy consists of subsistence agri- 
culture supplemented by fishing and some 
gathering of wild fruits and vegetables. 


Until the 1960s Tharu were the only in- | 


habitants of the Dang Valley which lies 
just north of the Silwak hills in the Rapti 
zone of West Nepal. Their isolation was 
facilitated by a particularly virulent form 
of malaria to which the Tharu were 
immune (as a result of sickle cell resis- 
tance), but which seriously affected 
everyone else. In the early 1960s a highly 
successful malaria eradication programme 
enabled Hindu Nepalis (mostly Brahmans 
and Chetris) to settle in the Dang Valley 
in large numbers. / 


Some of these Hindu settlers laid claim 
to previously unowned, uncultivated land 
which they cleared themselves. Many 
Brahmans and Chetris however, used 
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threats and/or actual acts of violence to 


force the Tharu to: sign over their Jand. 
In other cases they. would would just take 
Over cultivated land (for which the Tharu 
did not have ownership papers), and 
register it in their own name. In still other 
cases Brahman and, Chetri settlers would, 
as they did with the Limbu tribe, take 
advantage of Tharu illiteracy to mani- 
pulate the figures on loan forms (for 
which Tharu land had been used as col- 
lateral) so that the Tharu debtor would be 
forced to give the Brahman or Chetri 
moneylender the property to pay off the 
debt. ‘ 

The takeover, of Dang Valley land by 
Brahman and Chetri settlers rendered at 
least 15,000 Tharu completely destitute. 
At least 6,000 of them fled the Dang 
Valley to look for land in other parts of 
the ferai. Most of the others stayed on as 
tenants on what was now Brahman or 
Chetri property. Loss of land has 
impoverished most Dang Valley Tharu to 
the point where many suffer from 
malnutrition. It has also created a crisis 
of Tharu cultural identity. Dang Valley 
Tharu find themselves economically 
unable to sustain many of the traditional 
cultural institutions which flourished 
before the influx of Hindu settlers. In an 


' effort to regain cultural autonomy and 


economic well-being, many Dang Valley 
Tharu have turned to political activism. 
This activism: has taken the form of 
political groups which have been formed 
for thé express purpose of protecting 
Tharu rights, in the face of oppression by 
landlords. The landlords, in many cases, 
have responded to this political activism 
with renewed oppression, threatening to 
and/or stripping many Tharu of tenancy 
rights. In July 1989 there was a violent 
clash between landlords and Tharu in the 
Dang Valley over ownership rights to a 
particular tract of land. 

Limbu, Chepang and Tharuy are by no 
means the only minority ethnic groups in 
Nepal to have much of their land usurped 
by Hindu caste settlers. The Sunuwar, a 
small Tibeto-Burmese tribe indigenous to 
the Ramechap district of east Nepal, have 
been seriously impoverished by the loss of 
most of their tribal lands to Hindu caste 
settlers [Founier 1980]. Similarly, the Bote, 


a tribe living in the Tanahun district of 


central Nepal, have recently lost much of 
their lands to Brahmans [Subba 1989]. 


FAILURE OF LAND REFORM 


In 1964, the Nepali government, under 
pressure from the United Nations and 
other international organisations, agreed 
to implement a national land’reform pro- 
gramme. The original land reform pro- 


. posal for Nepal was formulated by foreign 


advisors, most from the Ford Foundation. 
The palace secretariat and officials at the 
district and village level however, created 
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loopholes in the resulting land reform law 
which allowed them, and the local elite 
with whom they had close ties, to main- 
tain large land holdings [Rose 1977]. For 
example, individuals in Nepal can register 
their land under, the names_of relatives 
and friends, to give the appearance of 
redistribution when, in fact, the property 
remains under the ownership and control 
of a single family or individual [Pandey 
1985]. ee 

The vast majority of landlords in Nepal 
have taken advantage of the loopholes in 
land reform legislation to retain owner- 
ship over all their original property. Land 
reform in Nepal has been a failure, a gross 
‘caricature’ of the original proposal [Rose 
1977]. Indeed, land reform legislation has 
done more to hurt ethnic minorities in 
Nepal than to help them. For example the 
Land Reform Act included a compulsory 
saving scheme in which a percentage of 
every farmer’s agricultural income was 
deposited with local government officials, 
to be returned after five years with five per 
cent interest. The misappropriation of 
these compulsory saving funds was so 
rampant however, that the scheme created 
financial hardship, rather than benefits, 
for the majority of involved farmers [see 
Pandey 1985, 48-49]. Members of 
Buddhist and Animist ethnic minority — 
groups were especially exploited by the 
compulsory saving scheme, as they were 
generally not as literate or knowledgeable 
about Nepali law and bureaucracy as 
Hindu caste Nepalis. In 1973, the Nepali 
government, in response to widespread 
public protest, finally did away with the 
compulsory saving scheme [Pandey 1985]. 
The Land Reform Acts of 1964 and 1968 
also fobade members of ethnic minority 
groups from clearing and cultivating most — 
tribal lands that were previously held 
under kipat tenure [Rai 1985]. Thus ‘land 
reform’ legislation, by depriving many 
ethnic minority groups access to land that 
was Originally theirs, has actually work- 
ed completely against its stated purpose. 

Another major consequence of the 
failure of land reform (and continued 
usurpation of tribal lands) has been to 
drive many members of ethnic minority 
groups to India and the Middle East in 
search of work. Indeed, in India alone 
there are between two to three million 
people of Nepali origin [Engligh 1982). 
Some migrant workers (and especially 
those who have served in the Indian and 
British armies) have been able to.return 
to Nepal and even buy back some of their 
lost property [see Caplan 1970]. The 
majority however, are fortunate if they can 
adequately support their family with 
earnings from abroad: 

For many of Nepal’s ethnic minority 
groups the failure of land reform, and 
continued loss of tribal lands, has created 
an economic and cultural crisis. Land, for 
most ethnic minorities, is the primary pro- 
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vider of food, and income for soniges Anta 


~ medicine and education. Land also con- 
stitutes the wealth, and autonomous 


zh __ Space, necessary for ethnic minorities to 


_ Sustain the religious and cultural institu- 


. tions which define their identity as a 


fy (a 
Lee 


~ people. Loss of land has not only im- 
“poverished many ethnic minorities in 
ace but has also, in many cases, created 
severe cultural disorientation. The dual 
- crisis. created by the loss of land is, indeed, 
one of the major. reasons why ethnic 


minorities gave widespread support to the 


*e 


f 
h 


re 


‘recent movement which successfully 


rf toppled Nepal’s panchayat regime. 


~ Outstanding in this regard were the Tharu 


__ (especially those in the Dang Valley), a 


group especially radicalised by land rights 
violations, whose organisation, numerical 


fi strength and motivation made them a 
valuable asset to the movement. Protec- 


a8 ting the land rights of Tharu, Chepang, 


" minorities in Nepal, 
~ challenge facing Nepal’s newly established 


_ Limbu, Sunuwar, Bote, and other ethnic 
is an important 


; fs coalition government. 


{ 
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It is hereby noti 
LIMITED propos: 
of Company Affairs, 


“TAMILNAL u PET ;OPRODU CT: 


6 roomed High Road. Madras - - 600 034. twee 


DNOTICE oth ge tammy 
ified for the information of the public that TAMILNADU RT RSARODE oe 


es to make an application to the Central, Government in the Department — 
New Delhi, under sub-section (2) of Section 22 of the Monopolies 


and Restrictive Trade Practices Act, 1969, for approval to the establishment of a new unit. 
Brief particulars of the proposal are as under: 


1, 


10, 


iii. Estimated annual turnover 


Name and address of the applicant: 
TAMILNADU PETROPRODUCTS LIMITED 
6 Nungambakkam High Road 

Madras - 600 034 


. Capital structure of the applicant organisation: 


Authorised Capital — : 10,00,00,000 Equity Shares of Rs, 10/- each 


Issued, Subscribed and Paid-up Capital: Rs. 48,75,00,000/ f 


. Management structure of the applicant organisation indicating the names of the Direc- 


tors including the Managing/Whole-time Directors and Manager, if any: 


The Managing Director is incharge of the day-to-day management of the Company . 


under the superintendence, control and guidance of the Board of Directors. 
Board of Directors 


Thiru R Nagarajan 
Thiru A C Muthiah _ 
Thiru P S Balasubramanian 

Thiru A C Chakrabortti 

Thiru J B Dadachanji ’ 

Thiru K D Dudhmal 

Thiru Mohan Verghese Chunkath 
Thiru M R B Punja 3 
Thiru Rakesh Kacker 

Thiru K V Ramanathan 

Thiru'V D Shah ' 
Thiru R Shivakumar 

Thiru R Soundararajan 

Thiru P R Sundaravadivelu 


Chairman 
Vice Chairman 
Managing Director 


. Indicate whether the proposals relate to the establishment of a new undertaking or 


a@ new unit/division: 
New unit 


. location of the new undertaking: 


Manali, Madras - 600 068 


. Capital structure of the proposed undertaking: 


Not applicable 


. In case the proposals relate to the production, storage, supply, distribution, marketing 


or control of any goods/articles, indicate: 
Production 
i. Name of goods/articles 


: Acrylamide/Polyacrylamide 
li. .Proposed licensed capacity 


: 5,000 TPA~Acrylamide 
3,000 TPA—Polyacrylamide 
: Rs. 64 crores 


. In case the proposals relate to the provision of any service, state the volume of ac- 


tivity in terms of usual measures such as value, income, turnover, etc: 


Not applicable 
Cost of the project : Rs. 42 crores 
Schemes of finance, indicating the amounts to be raised from each’source: 


Internal Resources, Rights/Public Issue of Convertible Debentures and Loans from 
Financial Institutions 


Any person interested in the matter may make a representation in quadruplicate to the 
Secretary, Department of Company Affairs, Government of India, Shastri Bhavan, New Delhi 
within 14 days from the date of publication of this notice, intimating his views on the 
proposal and indicating the nature of his interest therein. 


Dated the 4th June 1990 


For TAMILNADU PETROPRODUCTS LIMITED 


M B GANESH 
SECRETARY 
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- Corpses as Commodity 
Bindu T Desai | 


Death, Dissection and the Destitute by Ruth Richardson; Routledge and : 


Kegan Paul, London, 1987; p 426. £ 19.95. 


RUTH RICHARDSON became interested 
in Britain’s Anatomy Act of 1832 by 
accident. She was working on a study of 
Mary Shelley’s Frankenstein and found that 
during their courtship Mary and Shelley 
would sometimes go and sit near her 
mother’s (Mary Wollstonecraft) grave in 
St Pancras parish churchyard, a well known 
haunt of body-snatchers. Digging deep(!) 
Richardson found that most histories merely 
stated that grave-robbery had come to an end 
in 1832. How? Why? What forces wanted 
such an act enacted? Who opposed it? Here 
the author found medical history unhelpful 
as the “medical gospel of hagiographers” 
told of “one long procession of Great 
Men—an ever.ascending line of evolution up 
to the glorious and smug enlightened pre- 
sent, with hardly even a nod towards patients 
and their experiences”. Indeed the story of 
the Anatomy Act had never been told fully 


before, an act by which anatomists were 


allowed the bodies of the ‘unclaimed~—in 
practice those of paupers dying in work- 


_ houses or hospitals whose,corpses provided 


all but half a per cent of the 5,70,000 bodies 
dissected in London’s anatomy schools for 
the next 100 years. 

In the eighteenth and early nineteenth cen- 
tury medical education was privately 
funded. Since the time of Henry VIII in 
England the only legal way to acquire cor- 
pses for dissection was the bodies of those 
executed for murder, the dissection being a 
kind of post-mortem punishment greatly 


feared by the populace to whom it implied. 


“a destruction of identity, perhaps for 
eternity”. The gallows, therefore, ‘were 
dreaded as dissection put an end to any hope 
for resurrection on judgment day when 
religious beliefs held that body and soul 
would arise together from the tomb. Prevail- 
ing popular conviction included “a strong 
tie between body and personality/soul for 
an undefined time after death” with the 
human corpse possessing both sentience and 


‘spiritual power. 


Meanwhile in the eighteenth century 
increased knowledge in human anatomy and 
physiology along with a growing demand for 
doctoring led to a black market in corpses. 
Anatomists offered money for them, and 
body-snatchers supplied them, their ac- 
tivities quickly arousing intense public 
hatred. For the medical profession the shor- 
tage of! bodies to dissect was very acute, 


‘while incomes from anatomy schools were 


rising. Astley Cooper, renowned in medical 
history as a-pioneer in surgery and a power- 
ful a of the Anatomy Act, had no 


less than five relatives working in key posi- 
tions in two major hospitals, St Thomas’ 
and Guy’s. Their joint annual income from 
their students was £ 3,000. Cooper’s 
nepotism resulted in the appointment of his 
“neither fully skilled nor experienced” 
nephew Bransby to Guy’s. Detailing the role 
of Cooper, John: Abnerathy and other 
pioneer surgeons Ruth Richardson-describes 
a profession which has an uncanny 
resemblance to its Indian counterpart today. 

‘Thomas Wakley, the founder of The 
Lancet, and indefatigable exposer of wrong 
doing in ‘high places’ who decried the 
“hypocrisy, humbug and intrigue practised” 
in charity hospitals, had published an 
account of an operation done by Bransby 
Cooper at Guy’s. The unfortunate patient 
died about a day later. Wakley felt that the 
patient, Stephen Pollard had lost his life 
“not because his case was one of extra- 
ordinary difficulty, but because it was the 
turn of a surgeon to operate, who is indebted 
for his. elevation to the influence of a cor- 
rupt system, and who, whatever maybe his 
private virtues, would never have been placed 
in a Situation of such deep responsibility as 
that which he now occupies, had he not been 
the nephew of Sir Astley Cooper”. Cooper 
who sued Wakley for libel won the case 
though he was awarded a derisory £ 100 in 
damages instead of the £ 700) he had 


_ sought. 


That same year Sir Astley Cooper, then 
president of the Royal College of Surgeons 


‘appeared before parliament to demand the 


use of corpses of people too poor to pay for 
their funeral for dissection. A more pro- 
sperous middle class seeking better medical 
care led to a growing enrolment in anatomy 
colleges as students flocked to cater to this 
market and belong to a prestigious and pro- 
fitable profession. Anatomy being the basis 
for surgery, the shortage of corpses was a 
hindrance to anatomy schools and students 
alike. A sure, steady supply of corpses was 
needed to medicine thus; “the object of 
veneration and supernatural power which 
the corpse was in popular culture [became] 
an object of scientific study, entrepreneurial 
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medicine eventually transformed it into an 
object of commercial ‘exchange: a com- 
modity”. In the eyes of the law curiously 
enough a dead body did not constitute real 
property,-and therefore couid pehe be 
owned or stolen. 

Who were the body-snatchers? A list of 
12 well known and regular body-snatchers 
in London from 1810 to 1832 shows that four 
were working in dissection rooms (one of | 
them introduced to body-snatching via 
Astley Cooper), one was a grave-digger, three 
were labourers, previous occupations of the 
other four being unknown. Body-snatchers 
could make up to ten guineas a week com- 
pared to the pound that skilled workers earn- 


ed. Money was, therefore, a great incentive - 


though this ‘trade’ lifted only three of these 
twelve later to jobs or businesses that jaeier 
a good income. 


Corpses were most valuable immediately 
after death and those of the poor were more 
easily stolen because they could not afford 
sophisticated coffins. Their relatives tried to 
guard the cemetery, or to mix the earth that 
covered the grave with sticks and straw so 
that the body-snatchers could not ‘steal’ the 
corpse easily. The police who tended to sym- 
pathise with the populace were often ordered 


to turn a blind eye to grave robbery and. 


rarely apprehended any of the «body- 
snatchers. When apprehended, punishment 
was light, six months in prison compared to 
poachers who were transported to Australia 
for stealing wild fowl. Richardson describes 
the body-snatchers as “living examples of 
innovative market logic—they had betrayed 
the deepest sentiments of their own class by 
their ruthless trade in human flesh”. 


The urgency of an act of parliament to 
allow easy access to the corpses of poor 
people was reinforced by the success of 
vigilance groups at graveyards that resulted 
in such a shortage of bodies in Edinburgh 
as to be a threat to the city’s reputation as 
a centre of medical excellence. The Burke 
and Hare murders were a gruesome reminder 
that the bodies of the poor:had become 
worth more dead than alive. Initially Burke 
and Hare had supplied an anatomist Knox 
the corpse of an old man who had died 
owing money in Hare's cheap lodging house. 
The two had decided to sell the body to cover 
the old man’s debt. They were paid £ 7,10 
shilling for the body, a huge sum which 
amply covered the debt. “Later when 
another lodger became very ill Burke and 
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Hare eased him into coma with whisky and 
smothered him”. For this body Knox’s school 
paid £ 10. Fifteen more people, twelve 
women, two handicapped youths and an old 
man were murdered before an old woman’s 
body was discovered in the straw of Burke’s 
bed. A Mary. Docherty had come to 
Edinburgh from Donegal in Ireland looking 
for her long lost son: Poor and hungry, she 
was begging near a gin shop where Burke 
noticed her, invited her home to eat and 
murdered her the same night. He hid’her 
corpse in his bed and then rather surpris- 
ingly drew attention to it by directing people 
not to go near it. Hare turned King’s 
evidence, Burke was hanged and publicly 
_ dissected. Knox’s effigy was burnt by an in- 
censed crowd, his house attacked but no 
legal action or professional sanction was 
taken against him. All of Burke and Hare’s 
victims were very poor, one had pathetically 
clutched tightly in death to two-pence- 
halfpenny. Her corpse fetched £ 8 from 
Knox. Though corpses were so ‘highly pric- 
ed’ the poor “despite the unremitting poverty 
of their lives and the magnitude of the in- 
centive held out to them” almost never sold 
their relatives’ corpses to the anatomists. 
The high minded gentry, excluding Jeremy 
Bentham who donated his body for dis- 
section and whose body is exhibited in 
_ University College, London, recognised the 
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22-year-old prostitute had drowned herself. 
Her fellow prostitutes begged the coroner to 
release her corpse to them because they 
wished to bury her in consecrated ground. 
The women had already raised £ 3. by 
subscription, but the coroner decided’ against 
them because he felt that anyone could claim 
a body as a friend and then proceed to sell 
it, so Polly Chapman though not ‘un- 
claimed’ was classified thus under the 
Anatomy Act. Another case is that of Henry 
Gillard and his mother both of whom died 
within three weeks of Henry’s birth at a 
London Lying-In Hospital. Henry’s older 
brother Robert and his uncle who had come 
to visit were told of the Gillards’ death. The 
two men.said they would arrange for the 
bodies to be collected for burial, but were 
told by the hospital’s matron that the burial 


India Synthetics Limited 
Notice 


It is hereby notified for the information of the public that India Synthetics 
Limited proposes to make an application to the Central Government in 
the Department of Company Affairs, Delhi, under sub-section (2) of the 
section 22 of the Monopolies and Restrictive Trade Practices Act, 1969, 
for approval to the establishment of a new undertaking/unit/division. Brief 
particulars of the proposal are as under: 
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"had already taken place. Henr 


William Gillard, a working man, could not 


get time off till the next weekend to findout 


what had happened. At the local Registrar’s 
office he found that neither his wife nor his 
child’s death had been registered by the 
hospital so he registered them himself 
“suspected something was amiss” and 
demanded to know where the hospital had 
buried Henry’s body. The matron and the 
hospital secretary, a little intimidated by now 
wrote out a note addressed to the porter of 
an anatomy school asking him to deliver 
Henry Gillard’s body to his father. He 
received his son’s dismembered body and 
registered a letter of complaint with the ~ 
home secretarys When the matter was in- 
vestigated a// proceedings in the Gillard case 
were found to be illegal. The body had been 


' reason were not so innocent of the class 


1. Name and address of the applicant: India Synthetics Limited, 
Registered office: Jaykay Nagar, Kota-324003. Administrative office: 
Ashoka Estate, 2nd Floor, 24, Barakhamba Road, New Delhi110001. 2. 
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2,00,00,000/-. Issued Capital: Rs 70/-. Subscribed and. Paid-up Capital: 
Rs 70/-. 3. Management Structure of the applicant organisation 
indicating the names of the directors, ineluding managing, whole-time 
director(s) and manager, if any: The Company is managed by the board 
of directors consisting of the following: 1. Mr. Govind Hari Singhania 2. 
Mr. Ramapati Singhania 3. Mr. Shailendra Swarup 4. Mr. K L Pai 5. Dr. K 
Blyer.4. Indicate whether the proposal relates to the establishment of 
a new undertaking or a new unit/division: New division of the applicant 
company. 5. Location of the new undertaking/unit/division: District 
Banswara, a “C” category notified backward area, in the State of 
Rajasthan. 6. Capital structure of the proposed undertaking: Authorised 
capital Rs 2, 00, 00, 000/- (initially). 7. In case the proposal relates to 
the production, storage, supply, distribution marketing or control of any 
goods/articles indicate: i) Name of goods/articles: Polyester, Drawn Yarn. 
ii) Proposed licenced capacity: 2300 Tons Per Annum. iii) Estimated 
annual turnover: Approx. Rs 46 crores (100% capacity), 8. In case the 
‘ provision relates to any service, state the volume of activity in terms of 
usual measures such as value income turnover etc. : Not applicable 9. 
Cost of the project: Rs 18 Crores. 10. Scheme of finance, indicating 
the amounts to be raised from each source: The project cost is proposed 
to be financed by equity/preference capital of Rs 6 crores (promotors (J 
K Synthetics Ltd) & its associates Rs 2.4 crores, public Rs 3.6 crores). 
Borrowings from financial institutions and other sources. Rs 10.80 Crores, 
unsecured.loans from promotors & its nominees 1.2 crores, Total Rs 18 


validity and need for anatomical knowledge, 
but few were willing personally to constitute 
the supply. Indeed bequests were to be rare, 
in the first decade after the act only six 
~ bodies had been bequeathed to dissection. 
The radicals with their belief in science and 


_issues involved, and conscious of the lack 
of any real power by the poor and destitute, 
they agreed to a bill which failed paradoxi- 
cally only because the aristocracy, the 
Archbishop of Canterbury among them, 
criticised the idea of “‘pursuing people 
beyond the limits of the grave”. However the 
Royal College of Surgeons did not and could 
not give up the Anatomy Bill. 

Couching their demands in terms of “the 
welfare of the community” and “the security 
of the public health” they lobbied for > 
another bill dismissing opposition to itas 
“ignorant, vulgar prejudice”. Claiming that 
the bill would allow better surgical care for 
the poor, they succeeded in singling out the 
very poor for dissection. Now paupers would 
not be buried by the parish if they were 
“unclaimed”. Their bodies could by law be 


sent for dissection. Ruth Richardson pro- 
vides an analysis of how bodies in a work- 
house could be classifted as unclaimed 
before and after the Anatomy Act of 1832. 
Of 4,056 dead in workhouses in London in 
1826, 736 were buried by friends leaving 
3,320 or 82 per cent ‘unclaimed’ after the 
act whereas before it 2,161 of these dead 
would have been considered ‘claimed’ 
because friends accompanied the corpse to 
the burial while the parish paid for it. 
Polly Chapman’s case illustrates the in- 
equity of the act. Mary Ann Chapman, a 
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removed before the legally stipulated time 
had elapsed, it was not ‘unclaimed’, the 


inspector of anatomy’s office had not been 
informed, a thick “web of lies and deceit sur- 
rounded the relationship of the school to the 
hospital”. There were no penalties however, 
Gillard received a reply only to a second 
letter some months later informing him that 
it “was net a case in which prosecution 
would be necessary or advisable”. The deci- 
sion to drop the matter had been taken at 
the highest level making a mockery of the 
act’s much vaunted concern for the feelings 
of surviving relations. As Richardson notes 
these ‘feelings’. were respected depending 
upon wealth and status. “Only social non- 
entities used such a facility as a lying-in 
hospital. Gillard was socially inconsequen- 
tial, and was treated as such”. 

No member of the medical profession was 
prosecuted till the late 1820s for conspiring 
to get bodies or possessing them. In the 
1850s Benjamin Alcock a distinguished pro- 
fessor of anatomy at Queen’s College, Cork, 
Ireland, found it very difficult to obtain a 
steady supply of corpses for dissection. He 
was told by the inspector of anatomy in 
Ireland to follow other teachers “who suf- 
fered shortages” and “obtain subjects from 
the poorhouse by claiming bodies in the 


- capacity of a friend of the deceased”; upon 


‘ 
” 


the impropriety of which Alcock felt it 
“unnecessary to dwell”. Alcock was asked 
to resign and when he submitted a petition 
to Queen Victoria he was sacked and later 
felt compelled to emigrate to America. 

The twentieth century saw a marked in- 
crease in bequests especially after the second 
world war accounting for between 70 and 
100 per cent of all bodies used. There also 
occurred a sharp rise in cremations sug- 
gesting “that the social, meaning of the 
corpse and its spiritual associations has 
changed” with a growing disbelief in the 
spiritual coherence of the corpse. Richardson 
ties in the Anatomy Act with the Reform Act 
of 1832 which enfranchised the upper middle 
classes. She concluded that “parliament, sick 
with resentment at having to extend the fran- 
chise, found solace in taking revenge on the 
poor for their temerity in demanding a say 
in government”. So for Britain’s voteless 
poor the workhouse which broke up 
families, rigidly curtailed personal freedoms 
and was governed by such harsh discipline 
that people would starve, emigrate, turn to 
prostitution or even commit suicide than 
enter its portals, held an additional terror 
after 1832: the “literally unspeakable’’ fate 
of dismemberment. No wonder one of them 
said: “You didn’t want a pauper’s funeral... 
it was a kind of failure of your life”. 


Simulating Crop Insurance Options 
: | Seeta Prabhu 


‘Crop Insurance in India: An Analysis by Narendra K Rustagi; BR 
Publishing Corporation, New Delhi, 1988; pp XV + 143, Rs 110. 


THE instability of agricultural income has 
been a source of concern to governments in 
most developing countries. The response of 
the authorities has traditionally been in 
terms of expanding irrigation facilities, en- 
couraging diversification of cropping pat- 
terns, supporting agricultural research and 
fixation of minimum prices for agricultural 
commodities. Of late, however, increasing at- 
tention is being given to the adoption of crop 
insurance. Despite this favourable develop- 
ment, the adoption of crop insurance on a 
wide scale has been inhibited by several prac- 
tical problems. The insurance of crops on 
the basis of an individual farmer’s yields and 
hazards every season is not only administ- 
ratively daunting but is also prone to the pro- 
blem of ‘moral hazard’. The homogeneous 
area approach, which has been suggested as 
an alternative, is meaningful only if there is 
a strong positive correlation between area 
and individual farm yields. Furthermore, in 
most countries there has been no attempt to 
estimate the demand and supply of in- 
surance so that formulation of meaningful 
schemes becomes difficult. 

Given such a situation, the publication of 
a book which attempts to understand not 
only the factors affecting the demand and 


“supply of crop insurance in India but also 


the effects of change in any of the factors 
on the economics of crop insurance using 
monte-carlo simulation techniques is 
welcome for more reasons than one. 

At the outset, the author explains the prin- 
ciples that govern the derivation of demand 
and supply of insurance. The demand curve 
is considered to be a locus of points repre- 
senting demand price and the guaranteed 
yield for which expected utility after pur- 
chasing insurance is equal to the expected 
utuity without insurance. The derivation of 
the demand curve depends on the estima- 
tion of the expected utility function and the 
levels of risk aversion of farmers. Utility is 
assumed to be an increasing function and 
risk aversion a decreasing function of 
wealth. A distinction is made between ab- 
solute and relative risk aversion, the former 
being positively related to wealth while the 
latter remains constant. The supply of in- 
surance is stated to comprise pure premium, 
administrative expenses and normal profits. 

As is to be expected in any simulation ex- 
ercise, the data used are mainly for illust- 
rative purposes. In this context, the use of 
readily available secondary data may be ac- 
cepted. What is not acceptable, however, is 
the lack of clarity in the use of key concepts. 
This may be best illustrated by the way in 
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which the author defines the ‘wealth status’ 
of a farmer. As is evident, a correct defini- 
tion of ‘wealth’ is critical to the analysis as 
the estimates of risk aversion depend crucial- 
ly on it. Wealth is defined as “the sum of 
the net value of harvest (the value of 
harvest—the cost of inputs) denoted by.I and 
‘other wealth’ denoted by Wo” (p 63). While 
there can be no objection to the concept of 
‘other wealth’ which includes the value of 
land, house, livestock, machinery, durable 
household goods, financial assets and dues 
recoverable minus dues payable, the same 


cannot be said of the concept I. The net 


value of harvest constitutes incorhe and 
cannot straight away be equated with wealth. 
Even if net value of harvest is taken to con- 
stitute ‘wealth’, its definition is far from 
satisfactory. The author states that ‘input 
costs’ are deducted from the value of ‘the 
harvest but it is not clear whether this refers 
to purchased inputs only or even to imputed 
value of owned inputs. To further compound 
the mystery, it is not clear as to which ,con- 
cept of wealth was used in the simulations. 
All that the author states is, “For the pur- 
poses of this study, the total wealth is assum- 


ed to be known except for the net returns 


from harvest” (p 69). 

Similarly, one can also question the 
wisdom of the use of relative risk aversion 
(RRA) values of Nepali farmers for the 
simulation of Indian crop insurance pro- 
gramme. The simulation exercise reveals that 
«a good estimate of an RRA is crucial 
to determine the utility function and hence 
the demand for insurance”. The study defi- 
nitely points to the need for well-organised 
field studies for estimating such critical 
values for various regions in India. 


The simulation exercise indicates that 
under the homogeneous area approach, de- 
mand for insurance is just equal to supply 
when the guaranteed yield is equal to the 


mean yield and the mean and standard 


deviation of the farmers’ yield distribution: 


is the same as that of the area. In the Indian 
programme, the guaranteed yield is only 80 
per cent of average yield. The correlation. 


between area yields and individual farmers” ” 


yields is not known. In any case it is likely 
to be low as the ‘regions’ for implementa- 
tion of the schemes are the talukas, which 
were demarcated originally for administ- 
rative convenience and are not necessarily 
homogeneous in agro-climatic conditions. 
This being the case, the crop insurance pro- 
gramme is bound to have problems with 
respect to financial viability. 


The book competently illustrates the utility 
of a powerful tool like simulation in finding 
answers to some of the questions that beset 
the implementation of controversial schemes 
such as crop insurance. It also serves to 
demonstrate, albeit unwittingly, the need for 
generating detailed data on various aspects 
of farmers’ behaviour in India so that the 
‘hazard’ of using what could be inappro-’ 
priate data for drawing policy conclusions 
of far-reaching implications can be avoided. 
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SPECIAL ARTICLES ; 


Debt Pressures and ‘Tetaster Burden of LDCs 


Prabirjit Sarkar 


By presenting data on volumes and unit values of exports of debtor LDCs at aggregate and disaggregate levels, 
this paper shows how terms of trade of the LDCs declined in the process of expansion of exports for debt repay- 
ment. Many LDCs suffered this transfer burden of debt irrespective of théir export drive for primary products 

-or manufactures. Some debtor countries face the Fisherian paradox—the more they pay, the more they owe. 


I 


RECENTLY, the old debate concerning the 
transfer burden of debt has been revived in 
the perspective of huge debt.pressures on less 
developed countries (LDCs). It originated 
after the first world war when Germany was 
directed to pay a huge amount as repara- 
tions. At that time, Keynes [1929] argued that 
such a unilateral transfer could give rise to 
a double burden on the transferring coun- 
fry: the mobilisation and transfer of funds 
(budget burden) and a deterioration in the 
terms of trade in order to effect the cor- 
responding real transfer—the generation of 
an export surplus (transfer burden). The 
Keynesian argument was that the transfer of 
purchasing power from one country to 
another does not necessarily lead to a rise 
in demand for exports of the transferring 
country and a fall in its import demand. 
There exists voluminous literature on the 
theory of transfer [for a summary, see Reisen 
et al, 1988]. The current debt crisis of LDCs 
has generated a statistical debate on whether 
the huge debt pressure of LDCs is putting 
any downward pressure on their export 
prices and terms of trade. Perhaps this old 
debate started again because of a close 
similarity between the present process of 
debt repayments and German reparation 
payments: the large amounts of net transfer 
in both-cases. With total LDC debt crossing 
the 1,000 billion US dollar mark by 1985, 
and with a rapid decline in the amount of 
new loans, LDCs are making huge amounts 
of net transfers (debt services.minus new 
loans). Between 1985 and 1987, net transfers 
from the LDCs amounted to 74 billion 
dollars. Net transfers as a percentage of 
GNP ranged between 4 and 7 per cent during 
1983-85 for some of the highly indebted 
countries of Latin America such as 
Argentina, Brazil, Mexico and Venezuela. 
These figures are. very high in comparison 
to the rates of German reparation-payments 
during 1924-32 and the sum of US foreign 
aid and grants, military expenditure and 
private capital investment abroad during 
1949-1961—as Machlup [1964] calculated, 

the rates of gross transfers were 2.5 per cent 
and 3 per cent respectively [ see also Reisen 
et al, 1988]. 

With this perspective, it is interesting to 
examine available evidence to answer the old 
question whether LDCs have “suffered a 
transfer burden over and above the burden 
of debt servicing. That is to say, whgther the 
terms of trade of LDCs have declined in 


recent years in the process of expansion of 


their export volumes. Avramovic [1988] - 


assembled some evidence to show that the 
1985 average price of non-oil commodities 


_ (measured in constant 1979-81 dollars) 


relative to manufactures of ‘developed’ 
countries was lower than at any time since 
the second world war, including the reces- 
sion years. He then argued that efforts of 
LDCs to repay their debt consisted in many 
cases of an excessive expansion of exports 
of primary products irrespective of market 
conditions which led t@ falling export prices 
and worsening terms of trade. But econo- 
mists like Balassa [1988] and Cline [1988] 
disagreed with Avramovic [1988].. Balassa 
pointed out that the World Bank price index 
used by Avramovic does not include a 
number of commodities that showed more 
favourable price trends. Cline [1988] pointed 
out that export volume of copper of four 
debtor countries (Chile, Zaire, Zambia and 
Peru) rose by only 4 per cent between 1981 
and 1984 and he took this as an informal 
rejection of the hypothesis that there has 
been ‘a massive outward shift’ in the sup- 
ply curve of commodities as countries 
desperately try to service their debt. 

In view of the statistical debate on the 
transfer burden of LDC debt, the present 
study seeks to take a closer look at available 
data on export prices and quantities (unit 
values and-volumes) of both—industrially 
developed countries (DCs) and less develo- 
ped countries (LDCs) taken as groups. This 
agegregative study covers the period 1980-87. 
It is supplemented by case studies of most 
of the major debtor nations of the LDC 
group over the period 1980-85 for which data 
are readily available. Our findings presented 
in the next two sections give some support 
to the contention that the LDCs have suf- 
fered a transfer burden of debt in the first 
half of the 1980s. 


II 


Some data on unit values and volumes of 
exports are available from UNCTAD [1988] 
for the period, 1980-87 for both, Developed 
Market Economy Countrfes (DCs) and 
‘Developing Countries and Territories 
(LDCs). For our purpose, the whole period 
is divided into two sub-periods, 1980-82 and 
1983-87 and available data are averaged to 
smooth 6ut random fluctuations. Keeping 
in mind the fact that the present debt crisis 
started in 1982 with the suspension of debt- 
repayments by Mexico, we have calculated 
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changes in export unit value and volume 
indices between the two sub-periods. The 
objective is to examine whether there is any 
rise in export volume of the LDCs and a cor-' 
responding fall in their unit values and terms 


of trade during 1983-87 in comparison to the 


earlier period, 1980-82. 

First, consider the volume of LDC 
exports. From Table 1, it can be observed 
that the volume of LDC exports rose by 
9 per cent while that of DCs rose by about 


15 per cent between the two periods, 1980-82 


and 1983-87. This evidence of growth of 

export volumes of the two regions should be 

seen in the context of other information: 

(1) A rapid decline in the volume of exports 
of the major petroleum exporters. If we 
exclude these countries and consider the 
volume of exports.of other LDCs, we 
observe a growth by more than 34 
per cent. 

(2) Rising intra-regional trade of the DCs 


and a falling'trade among the LDCs. In 


a recent study [Sarkar, 1988], it has been 
observed that the exports of DCs to the 
LDCs declined at an annual average rate 
of 4 per cent between the two periods 
1981-83 and 1984-86 (see Table 2), But 


their export trade among themselves rose _ 


at an annual average rate of 6 per cent. 
It can then be inferred that the growth 
of export volume of the DCs (shown in 


Table 1 ) was mostly due to trade among — 


themselves, and not: due to a rise in 

exports to the LDCs. 

In contrast to. the growth of intra-DC 
trade, much of the growth in export volumes 
of the LDCs was due to their exports to the 
DCs, between the two periods, 1981-83 and 
1984-86, exports of the non-OPEC LDCs to 
the DCs rose at an annual average rate of 
7 per cent while intra-LDC trade stagnated 
as seen from Table 2. This stagnation in the 
intra-LDC trade is also supported by Some 
other evidence: From Table 3, it can be 
observed that between 1982 and 1985, 
relative importance of intra-trade of 
different regional groups of LDCs such 
as Latin American Integration Associa- 
tion (LAIA), Caribbean Community 
(CARICOM), West African Economic 
Community (CEAO), etc, declined, while 
intra-trade of the EEC rose. 

All these may be taken to support the 
hypothesis that the LDCs under debt 
pressure tried to expand their export volume 
to the DCs. Now the question is whether this 
massive export drive of the LDCs exerted 
any downward pressure on their export 
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prices (unit values). From data presented in 
Table 1, an affirmative answer can be found. 
Unit value of exports of the LDCs for the 
period 1983-87 was 21 per cent lower as com- 
pared to the 1980-82 average, while for the 
DCs the relevant figure is 3.3 per cent. This 
discrepancy is not due only to a sharp fall 
in the prices of major petroleum exporters. 
All other groups of LDCs including the 
major exporters of manufactures experienc- 


‘ed higher rates of declines in their unit value 


of exports. So the relative prices (terms of 


trade vis-a-vis the DCs) turned against the 


LDCs: compared to 1980-82, major ex- 
porters of manufactures experienced an 
8 per cent decline in their unit values and 
4 per cent decline in their terms of trade 
during 1983-87. The corresponding figures 
for other groups are higher—9 per cent and 
5 per cent for the ‘least developed countries’ 
and 16 per cent and 12 per cent for the rest 
of the LDCs. It is important to note that for 
the ‘least developed countries’, 5.5 per cent 
increase in volume of exports required a fall 
in unit values of exports by 9 per cent 
leading to a fall in their value of exports. 
Only major exporters of manufactures were 
successful in increasing their value of exports 
significantly by expansion of export volume 
and this is greatly due to the better per- 
formance of the ‘Gang of Four’, out of 
which, three, (Hong Kong, -Singapore and 
Taiwan) and to some extent, Korea are not 
under so much debt pressures. We shall come 
to the performance of three other countries 
(Argentina, Brazil and Yugoslavia) falling in 
this category (Major Exporters of Manufac- 
tures) in the next section. As for the other 
countries, most-of their growth in export 
volume was wiped out by the fall in unit 
values of exports:—to expand export volume 
by 20 per cent, they had to face a fall in unit 
values by 16 per cent. 

‘Some further scattered evidence is avail- 
able. Between 1980 and 1985, the volume of 
copper exports of: the LDCs rose by 12 per 
cent and its price fell by 35 per cent so that 
the value of exports fell by 28 per cent 
(UNCTAD, 1988, pp 242-243). So the casual 
empiricism of Cline [1988], noted earlier, is 
misleading. This is true not only for copper. 
Taking ten ‘core’ commodities mainly expor- 


ted by the LDCs, such as sugar, coffee, 


cocoa, matural rubber etc. it caf be observed 
that their aggregate volume rose by 8 per 
cent while unit value of exports fell by 26 
per cent, leading to fall in value of exports 
by 21 per cent. 

Thus it seems that many primary product 
exporting debtor countries, face the great 
paradox mentioned by Fisher:' The more 
the debtors pay, the more they owe. 


Il 


In this section, cases of individual deb- 
tor countries of the LDC group will be 
studied to obtain more insight into the issue 
of the transfer burden of debt. For this pur- 
pose, a sample of 29 countries has been 
drawn. It covers all 17 countries belonging 
to the World Bank category, HIC (Highly 
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Indebted Country). Among others, 12 coun- 
tries have been selected on the basis of the 
size of their total external debt. 

Thus an attempt has been made to cover 
almost all’ major debtor nations of the 
LDCs. For as many as 19 countries, total 
external debt constituted more than half 
their GNP in 1986; of them, eight countries 
(Chile, Costa Rica, Jamaica, etc) faced a 
debt burden exceeding their GNP [See World 
Development Report, 1988, Tables 1 and 16]. 
For a better understanding of the behaviour 
of their unit values and volumes of exports, 
Table 4 presents their commodity composi- 
tion of exports for the period 1980-85 for 
which some data. are readily available. On 
the basis of a high share of fuels (SITC 
Section 3) in the export structure, nine coun- 


TABLE 1: CHANGES IN VOLUME AND UNIT VALUE OF EXPORTS AND TERMS OF TRADE OF THE MARKET 
ECONOMY WORLD BETWEEN 1980-82 AND 1983-87 


4 (Percentage changes)* 


ey Pe ws igh nm es uae 
tries have been identified as oil exporting — 
countries. Two others—Peru and Malaysia— 
also had high shares of fuels (around one- 
fourth) in their export structures during 
1980-85. ‘ <n 

Table 5 presents figures representing 
changes in the average value, volume and 
unit value of total exports of each country 
between the two periods, 1980-82 and 1983- 
85.3 First, consider changes in volumes: all - 
the non-oil countries, except Jamaica and 
Nicaragua’ expanded their volumes of 
exports. Even some of the oil exporting 
countries like Mexico, Egypt and Ecuador 
expanded their export volumes in spite of 
a recessionary conditions in the oil market. 

Out of 20 non-oil exporting countries con- 
sidered in our sample, one HIC (Brazil) and 


Regions Volume _ Unit Value ‘Terms of Trade** 
of Exports of Exports ; 

MDCs 

(Developed region) 14.6 —3.3 _ 

LDCs 

‘ (Developing region) 9.1 —21.5 -17.3 

of which- 
Major petroleum exporters! -18.9 = 27-2 ao iy 
Others 34.3 ~—12.1 —8.3 

of which- 
Major exporters of manufactures” 46 —-7.8 —4 
Least developed countries S-5 -9 —4.7 
Remaining countries 19.8 -16 —12.3 


Notes: * Percentage changes are calculated by comparing the average figures for the two periods, 
1980-82 and 1983-87. x 
** Relative unit values—unit value figures of different groups of the LDCs are deflated 
by those of the DCs. 
1, All OPEC countries and other. oil exporting countries like Mexico, Bahrain, Brunei, 
Congo, Trinidad, etc. 
2 Argentina, Brazil, Yugoslavia and the ‘Gang of Four’ (Korea, Singapore, Hong Kong 
and Taiwan). 
3 Afghanistan, Bangladesh, Ethiopia, Sudan, etc (38 countries). 
Source: UNCTAD [1988], Handbook of International Trade and Development Statistics, 1987 
Supplement, New York, United Nations. 


TABLE 2: GROWTH OF EXPORTS BETWEEN DIFFERENT REGIONS OF THE WORLD 1981-1983/1984-1986 


(Annual average percentage rates) 


Destination 
DCs LDCs 
Origin World (‘Developed’ (‘Developing’ ion 
Region) Total OPEC Others 
DCs 
(‘Developed’ Region) Sun 6.1 3.7 —12.8 0.8 
LDCs 
(‘Developing’ Region) 
Total —2.6 -3.1 —4,2 —4.5 —4.2 
OPEC —14 -16 —10.6 -—5.5 —11.1 
Others 5.5 14 0.5 -4.2 2.1 


Source: UNCTAD [1988], Handbook of International Trade and Development Statistics, 1987 
Supplement, New York, United Nations. 


TABLE 3: SHARE OF INTRA-TRADE OF DIFFERENT GROUPS IN THEIR TOTAL Exports, 1980-1985 


(Percentage shares) 


Regions 1980 1982 1985 


Association of South-East Asian Nations (ASEAN) 17.8 
Customs and Economic Union of Central Africa (UDEAC) 4) 
Central American Common Market (CACM) 
Caribbean Community (CARICOM) 

Latin American Integration Association (LAIA) 


P [1988], ‘South-South Co-operation in a World of North-South Unequal 
Exchange’, mimeograph, Centre for International Co-operation and Development 
(CICD), Ljubljana, Yugoslavia. 
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_ three other countries (Korea, Bangladesh, 
_ and to some extent, India) expand their 
export volumes and values without any loss 


in terms of trade. That means, these four 
countries did not suffer from any transfer 
burden of debt. Three countries (Colombia, 
Costa Rica and Yugoslavia) experienced a 
small improvement in their terms of trade , 
(vis-a-vis the DCs) without any gain in the 
value and volume of exports. All other coun- 
tries suffered from the transfer burden of 
debt. As expected, the worst sufferers are six 
HICs including Argentina, which also 


belongs to the UNCTAD category, ‘Major 


Exporters of Manufactures’ (see Table 1) and 
a poor country in sub-Saharan Africa, 
Sudan. These countries faced absolute 
declines in the average values of exports in 
1983-85 in comparison to the average values 
in 1980-82 in spite of an average expansion 
in export volumes between thx two periods. 
If other things (e g, the value of imports) 
remained unchanged-their export surplus 
would decline. It may then be argued that 
one factor behind their growing indebtedness 
lies in the very process of their debt 
repayments (through export drive). For these 
countries the Fisherian Paradox holds. 


All the oil exporting countries faced 
worsening terms of trade (and three of them 
expanded their export volumes, as noted 
earlier). This may be ascribed to the fall in 
oil prices (which was related more to a fall 
in the monopoly power of the OPEC) than 
to the debt crisis. An analysis of their 
transfer burden requires an analysis of non- 
oil exports. It is possible to extend our study 
to the field of manufactured exports. This 
is done below. 


It is interesting to examine the question 
whether the transfer burden of debt arose 
due to excessive expansion of primary pro- 
duct exports or whether this burden was in- 
curred as a general phenomenon also cover- 
ing the field of manufactured exports of 
debtor LDCs. To answer this question, some 
data on values, volumes and unit values of 
manufactured exports have been assembled 
for 24 countries (out of 29 considered in the 
earlier part of our study) over the same time 
span 1980-85. As before, the period has been 
divided into two sub-periods, 1980-82 and 
1983-85 and figures are averaged to calculate 
percentage changes between the two sub- 
periods. These are also presented in Table 5. 

- Inthe earlier part of our case study, it was 
observed that out of 20 non-oil countries, 
18 expanded their volume of total exports. 
Out of these 18 countries, we could not get 
data foythree (Bangladesh, Costa Rica and 
Cote d’ Ivoire)..So we are left with: 15 non- 
oil countries that expanded their total export 


_ volumes. Out of them, five countries 


(Argentina, Chile, Colombia, India and 
Sudan) did not. expand their volumes of 
manufactured expdrts. Which means that 
their expansion of export volumes noted 
earlier came through expansion in the 
volumes of primary product exports. Excep- 
ting India and Colombia, the remaining 


three countries faced a worsening of the 
terms of trade not only, for their total exports 
but also for their manufactured exports. For 
Argentina and Chile, terms of trade (vis-a-vis 
DCs) of manufactures fell more sharply (for 
Sudan it fell at the same rate). So the transfer 
burden of debt which these countries faced 
should not be ascribed solely to an excessive 
expansion of their primary product exports. 

Out of ten other countries, five exapnded 
the volumes of their manufactured-exports, 
at a higher rate than their total exports so 
that the share of manufactured products in 
their total exports rose between the two 
periods. (The countries are Brazil, Morocco, 
Uruguay, Yugoslavia and, of course, Korea.) 
Excepting Korea, none of them (note that 
all of them are HIC countries) faced any 
improvement in the unit values of manufac- 
tured exports vis-a-vis those of the DCs. 
Rather, three of them (excepting Uruguay) 
suffered from a decline in relative unit values 
or the terms of trade. 

Among the remaining five countries, 
Pakistan experienced an improvement in its 
terms of trade along with an expansion of 
its volume of manufactured exports 
(although at a lesser rate than its total 
exports). But Peru and Philippines had to 
face deterioration in the terms of trade of 


their manufactured exports at much higher 
rates than their overall terms of trade. Only 
Malaysia expanded its export volumes at un- 
changed terms of trade, while Thailand 
faced a small decline. 

Among the oil exporting countries all 
except Egypt faced worsening terms of trade 
for their-manufactured exports. So a fall in 
their overall terms of trade should not be 
ascribed only to a fall in oil prices. One strik- 
ing feature of these oil exporting countries 
is that, excepting Mexico and Indonesia 
(both of which expanded export volumes 
and faced terms of trade losses), all of them 
faced heavy reduction in volumes of manu- 
factured exports along with the values and 
unit values. 

To sum up our study of manufactured ex- 
ports of the debtor LDCs, out of the 24 
countries covered in our sample, more than 
half (13 countries) expanded their export 
volumes of manufactured products and ex- 
cepting four (Korea, Pakistan, Uruguay and 
Malaysia) all of them suffered from the 
transfer burden of debt—unit values of their 
manufactured exports declined relative to the 
aggregate unit value of manufactured ex- 
ports of the DCs. The most sharp declines 
occurred for two large debtor countries— 
Brazil (by 11 per cent) and Indonesia (by 13 


TABLE 4: STRUCTURE OF EXPORTS OF MAJOR DEBTOR LDCs, 1980-85 


(Average percentage shares) 


J Primary Products! Manufactures! 
(0 —4) of which- (5-9) 
Fuels! 
(3) 

Non-Oil Exporting Countries 
Argentina 76 5 24 

. Bangladesh 35 Zz 65 
Brazil 56 5 44 
Chile 48 8 52 
Colombia ut 9 23 
Costa Rica 75 2 25 
Cote d’ Ivoire 90 11 10 
India 45 8 55 ke 
Jamaica 38 3 62 
Korea 8 je 92 
Malaysia 70 27 30 
Morocco 62 4 38 
Nicaragua 91 1 9 
Pakistan 39 4 61 
Peru 61 21 39 
Philippines 53 3 47 
Sudan 90 2 10 
Thailand 62 0 38 
Uruguay 64 0 36 
Yugoslavia 9 18 2 82 

Oil Exporting Countries ; 
Algeria 97 96 
Bolivia 70 44 30 
Ecuador _ 90 57 10 
Egypt 75 58 25 
Indonesia 90 75 10 
Mexico 70 58 30 
Nigeria 96 94 4 
Tunisia 55 42 45 
Venezuela 94 92 6 


Notes: 1 Shares of the product groups in value of total exports of each country. Figures in paren- 
theses are SITC (Standard International Trade Classifications) Codes. 


2 1980-82 data. 


Sources: UNCTAD Handbook of International Trade and Development Statistics, various issues. 
Unpublished UN data obtained from F Campano, United Nations. 
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MAHINDRA & MAHINDRA LIMITED 
FORM II-A (See Rule 4A (1) ) 
NOTICE : 
. . . p . * in 
It is hereby notified for the information of the blic that MAHINDRA & MAHINDRA LIMITED pi to make an application to the Central Government 
the Department of Company Affairs, New Delhi, under sub-section (2) of section 22 of the Monopolies and Restrictive Trade Practices Act, 1969, for approval to 


the establishment of a new unit. Brief particulars of the proposal are as under:- 
1. Name and address of the applicant: MAHINDRA & MAHINDRA LIMITED, Gateway Building, Apollo Bunder, BOMBAY 400 039. 


2. Capital structure of the applicant organisation: The capital structure of Mahindra & Mahindra Ltd. is as follows: 


Authorised Share Capital: y F } RE Re a 
9,00,00,000 Ordinary (Equity) shares of Rs. 10 each Rs. K a 

10,00,000 arnt reel of Rs. 100 each ( Rs. 10,00,00,000 

Rs. 100,00,00,00) 

_—$—$—$$—$—$————————————} 


Subscribed & Paid-up (As on 31.3.1990) 
1,92,64,046 Ordinary (Equity) shares of Rs. 10 each, fully paid-up. _ Rs. 19,26,40,460 


. Management structure of the applicant organisation indicating the names of the directors, including the managing/whole-time directors and manager, if any: 


Mahindra & Mahindra Limited is managed by the Managing Director assisted by two Deputy Managing Directors and an Executive Director. 


The following are the Directors of the Company: 
. Keshub Mahindra, — Chairman 


Managing Director 
Dy. Managing Director 
Nominee of ICICI 


x George Jacob, Executive Director | 
. N. N. Jambusaria Nominee of LIC 


Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr 
Mr 
Mr. 
Mr: 


. Indicate whether the proposal relates to the establishment of a new undertaking or a new unit/division: 
Proposal relates to establishment of a new unit of the Company’s Tractor Division. 


. Location of the new undertaking/unit/division: MIDC Industrial Area, Hingna Road, NAGPUR 440 016. 
. Capital structure of the proposed undertaking: Not applicable, as it is a unit of the existing division of the Company. 
. In case the proposal relates to the production, storage, supply, distribution, marketing or control of any goods/articles, indicate: 
(i) Names of goods/articles: Agricultural Tractors. 
(ii) Proposed licensed capacity: 5,000 Tractors (within the existing Industrial Licence) 
(iii) Estimated annual turnover: Rs. 50 crores. 


. In case the proposal relates to the provision of any service, state the volume of activity in terms of usual measures such as value, income, turn-over, etc. 
Not applicable 


8 
Plant & machinery 
Miscellaneous Fixed Assets 
Pre-operative expenses 
Contingencies 
Margin money for working capital 


TOTAL: 2397 


. Scheme of finance, indicating the amounts to be raised from each source. (Rs. in lakhs) 
Convertible Debentures/Bonds from shareholders, promoters and employees 1068 
Convertible Debentures from [FCW 156 
Convertible Debentures/Bonds from foreign collaborators 159 
Rupee Loans 1011 
Foreign Currency Loans 3 


TOTAL: 2397 


Any person interested in the matter may make a representation in quadruplicate to the a retary Department of Com i i 
: re matt n qu ; ) the Secretary. Deps pany Affairs, Government of India, 
pall — New Delhi, within 14 days from the date of pebtestion of this notice, intimating his views on the Proposal and indicating the nature of his 


MAHINDRA & MAHINDRA LIMITED 
B. R. SULE 


Dated this 12th day of June, 1990. MANAGING DIRECTOR 
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| 5: CHANGES IN VALUE, VOLUME AND UNIT VALUE INDI 
SEAM ir _ LDCs BETWEEN 1980-82 AND 1983-85 


I All Exports 
Unit 


V. 


I Non-Oil Countries 


HICs: 
_ Argentina ae 15 —16 
razil 16 Pall -—9 

Chile —8 12 —18 
Colombia ° 1 10 —8 

-Costa Rica —2 6 —7 
Cote d’ Ivoire —2 15 -16 
Jamaica —25 —7 -19 
Morocco —5 8 -12 
Peru —14 2 —17 
Philippines -9 2: —l1 
Uruguay -14 1 +15 
Yugoslavia = 5 %) =a 

Others : : 
Bangladesh 24 30 =6 
India 8 16 —7 
Korea 39 33 =7 
Malaysia: 29 46 —15 
Nicaragua ° —18 —] =20 
Pakistan 9 23 —12 
Sudan —4 12 —15 
Thailand 2 19 -—16 

II Oil Countries 

HICs: 
Bolivia —24 —8 —18 
Ecuador 3 15 —11 
Mexico | 28 42 —12 
Nigeria =38 —21 —19 
Venezuela —28 3 —16 

Others 
Algeria ai —4 =15 
Egypt — 9 25 —14 
Indonesia ~  =13 Pit coal Be 
Tunisia —22 —10 —13 

Notes: 


CES OF EXPORTS OF MAJOR DEBTOR 


I] Manufactures 


Terms Value Volume Unit 


Terms 


é alue of Trade Value of Trade 


= 0 —40 —20 22 —14 

1 28 47 —18 11 
—8 —24 -6 =D =tl 

i ea, —34 —3 6 

2 uo ah oe we 
“7 aia! as pat aah 
—10 — = _ = 
=a Il. 8 15 —6 
—8 als) 2 ait = 
= 12 2 16 —8 
—6 =2 rf = y) 0 

par setl SH 16 58 

5 re es ak 

2 =7 -9 3 13 

3 43 50 5 4 
=) 20 31 =o 0 
—10 rs a a ay 
=3 20 16 4 12 
=e, =—90 —79 =13 =} 
~6 4 14 -9 =| 
—8 —4) —30 hs) —4 
eal —90 =19 12 —10 
=3 21 33 —10 =; 
-~9 —90 —76 —16 —8 
=7 —46 —37 =17 =o 
0 OT —74 +25 =17 
=5 — 68 — 63, —6 4 
=2 36 57 =21 —13 
—3 =12 3 —16 —7 


, Percentage changes are calculated by comparing the average figures for the two periods, 


1980-82 and 1983-85. Terms of trade are relative unit values—unit value of exports (all 
commodities or manufactures) of the LDCs are deflated by the corresponding aggregate 


figures for the DCs. 
Sources: Same as Table 4. 


per cent). For five countries (Peru, Philip- 
pines, Tunisia, Uruguay and Yugoslavia), a 
sharp fall in unit values more than offset the 
meagre rise in their volumes of manufac- 
tured exports, leading to declines in values. 
Ceteris paribus these countries faced the 
Fisherian Paradox even in the process of 
their expansion in volumes of manufactured 
exports for debt repayments. : 

Thus it is clear that most debtor countries 
expanding their export volumes faced the 
transfer burden of debt and a shift’ to 
manufactured exports did not offer any ma- 


- jor escape from this transfer burden. Rather, 


in certain cases (e g, Brazil), it increased the 
transfer burden.* So it can be concluded 
that the problem of the transfer burden of 
debt discussed by Keynes and Fisher was 
faced by many debtor countries in the recent 
debt crisis irrespective of their export drive 
in the field of primary products or manufac- 
tures. It is also to be noted that the coun- 
tries which could not increase their volumes 


of total or manufactured exports had also 


_ to face absolute and relative declines in their 


unit values of exports in the face of a general 
rise in volumes of exports by other LDCs. 

Lastly the role of the IMF/World Bank 
sponsored structural adjustment program- 
mes in increasing the transfer burden of debt 
may be mentioned. Highly indebted coun- 


‘tries (not necessarily HIC) approaching the 


IMF and World Bank for financial assis- 
tance have to take resort to susbstantial 
devaluation of their currencies and wage cut 
(real and nominal) under their structural ad- 
justment programmes. Many LDCs selling 
the same type of products are advised to 
adopt export oriented strategy by way of 
competitive devaluation and domestic cost 
reduction (through wage cuts) in a world of 
insufficient demand and frequent trade 
obstacles. All these put downward pressures 
on their export prices and terms-of trade. 
The controversial World Bank/UNDP 
Report on ‘Africa’s Adjustment and Growth 
in the 1980s’ could not hide the faet that the 
African countries which have adopted 
‘strong adjustment progfammes’ and ex- 
panded their export volume by five per cent 
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per annum during 1985-87 faced a terms of 
trade loss at the rate of five per cent per an- 
num during the same period but other 
African countries which refused to oblige the 
IMF/World Bank (fully or partially) did not 


. face any deterioration in their terms of trade. 


This calls for a further statistical investiga- 
tion into the ‘problem. 


Notes 


(This is a thoroughly revised version of a paper 
prepared during the tenure of my. visiting 
fellowship at the Institute of Development \ 


Studies, Sussex. Iam grateful to the Institute 


of Development Studies for funding my visit 

and to H W Singer for sponsoring my visit and 

valuable advice. I also got valuable coments 
from Pramit Chaudhury, University of Sussex.] 

Irving Fisher in Econometrica, 1933. 

2 This is done to cover large debtor countries. 
In the question of transfer burden of debt, 
the size of a country’s debt is likely to matter. 
Export drive by a large debtor country is like- 
ly to have a significant impact on the world 
niarket. 


We got data for 1986 but to have com- 
parability with the next part of our study 
concerning manufactured exports for which 
no data for 1986 can be obtained, we have 
chosen 1980-85 as the period of our study. 
But it has been. observed that inclusion of 
1986 will not alter our conclusion. } 


— 


w 


es 


Nicaragua expanded its export volume 
throughout the period 1980-84; due to war 
conditions it fell sharply during 1985-86. 


Brazil did not face any loss in overall terms | 
of trade due to an expansion of export 
volume. But considering only its manufac- 
tured exports, we find the existence of the 
transfer burden due to_its excessive expan- 
sion of export volume in the field of 
manufactures. 
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- Poverty, Gender and Wage Labour in : 


i Rural Tanzania 


, Based on data from the Usambaras region the paper a 
agricultural wage labour in Tanzania. The authors argue 
__ wage labour have retarded the process of accumulation and have, therefore, had negative consequences for the 


welfare of the rural population as a whole. In particular, the analysis focuses on the welfare implications Jor women 


Sheila Smith — 
J B Sender 


of restrictions on their ability to derive cash income from wage labour. 


‘THE aim of this paper is to provide an 
analysis of some of the constraints on the 
- supply of manual agricultural wage labour 


in one area of rural Tanzania. The data 


‘presented are derived from fieldwork under- 
taken in the West Usambaras, Tanga Region. 
Fieldwork was conducted in 1986, and in- 
volved interviews with 100 households, 

_ which provided detailed information concer- 

ning 170 manual agricultural wage labourers.! 

‘It is argued that economic theory, whether 
classical or neo-classical does not provide an 
adequate framework for understanding the 


determinants of wage labour supply. It is. 


‘also argued that the constraints on the 
expansion of agricultural wage labour have 
retarded the process of accumulation’ and 
have, therefore, had negative consequences 


_ for the welfare of the rural population as a 
- whole. In particular, the analysis focuses on 


the welfare implications for women of 
restrictions on their ability to derive cash 
income from wage labour. One major con- 
clusion of the paper is that more rapid ac- 
cumulation, and more rapid increases in 
wage employment, constitute a much firmer 
basis for improvements in the material liv- 
ing standards of the rural poor than the 
fashionable prescriptions derived from a 
‘pro-peasant’, ‘family farm’ perspective. 
There has been a long history of labour 
shortages in the Usambaras: ‘Each settler 
entering Usambara in the late 1890s was 
allocated several villages whose headmen 
had to provide a fixed number of workers 
per day. This system helped to discredit 
Kilindi rule ... Disaster followed for the set- 
tlers. ‘Not a worker can now be found’, one 


_~ complained. In 1907 the district officer im- 


posed a'solution by issuing each Shambaa 
with a card obliging him (sic) to work for 


_a European ‘for thirty days every four 


months at a fixed wage, on pain of being 
cons¢tripted for public works” [Iliffe, 1979, 
pp 152-53]. In 1912 shortages of land and 
labour persuaded the government to close 
West Usambara to settlement.” 

Despite the widespread existence of 
extreme poverty in the West Usambaras in 
the 1980s, which will be discussed in more 
detail below, virtually all agricultural 
employers drew the attention of the resear- 
chers to a continuing problem of labour 
shortage. In all interviews and discussions 
with smallholder and estate employers, with 


1334 


government and parastatal officials, in- 
cluding the Lushoto district commissioner 
and the chairman of the Tanzania Tea 
Authority in Dar es Salaam, the shortage of 
manual agricultural labour was repeatedly 
emphasised as the major constraint on tea 
production. For example, the Manager of 
Herkulu Tea Estate attributed the declining 
level of tea output between 1978 and 1986 


‘to a 74 per cent decline in the number of 


pluckers, and a 53 per cent decline in the 
estate’s total workforce. The parent com- 
pany, Bombay Burmah, detailed even greater 
declines in the plucking labour force on its 
other estates in Tanga Region (Letter to the 
Lushoto district commissioner, April 1986). 
The manager suggested that this decline 
could partly be explained by changes in 
government policy in 1977, which restricted 
migration of Wahehe, Makonde and Burundi 
workers to the tea estate.? At Balangai Tea 
Estate the labour force had fallen from 450 
in 1984 to 200 in 1986, and.in that year the 
management had ceased applying fertiliser 
because of the shortage of plucking labour. 


.As recently as June 1987, the Tanzania Tea 


Authority published a report that identified 
the shortage of tea pluckers as “an outstan- 
ding constraint facing the tea industry” 
(Daily News, June 3, 1987). 

The coexistence of large numbers of very 
poor people on the one hand, and un- 
satisfied demand by employers for manual 
agricultural wage labour on the other, is 
found repeatedly in rural Africa [see Sender 
and Smith, 1986, p 46] and requires some 
further investigation. Most orthodox 
economic theory explains problems of 
labour shortage or labour surplus in terms 
of factors which prevent wage levels from ad- 
justing to supply and demand conditions in 
the labour market,.i e, if a labour shortage 
prevails, real wages are ‘too low’ for given 
labour market conditions, for example 
because of overvalued exchange rates reduc- 
ing employers’ returns from export crop pro- 
duction and because the potential labour 
force has access to alternative means of sub- 
sistence, apart from wage work, which raises 
the supply price of labour above its marginal 


‘product. On the other hand, labour sur- 


pluses and unemployment are attributed to 
wage levels which are ‘too high’, for exam- 
ple because of the need for employers to pay 
a wage sufficient to ensure adequate nutri- 
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ttempts to analyse the constraints on the supply of manual 
that the constraints on the expansion of agricultural 


tion, and hence efficiency of workers; this 
‘efficiency wage” is above the market clear- 
ing wage level. Alternatively, ‘institutional 
rigidities’ such as trade unions or minimum 
wage legislation are said to account for wage 
rates exceeding market clearing levels. 

If the logic of these arguments is follow- 
ed, there would be a systematic relationship 
between poverty and participation in wage 
labour, so that persons offering themselves 


_as wage workers would be from the poorest 


ee ee aa - 


households and the non-wage income of the _ 


marginal entrant to the labour force would 
be just equal to the prevailing wage rate. The 
precise relationship between household 
income and the wage rate received by any 
individual depends upon the particular 
assumptions of these neo-classical models 
concerning decision-making and income 
distribution within homogeneous house- 
holds. .The application of the techniques 
developed for studying firms to an analysis 
of households means that decision-making 
is assumed to operate efficiently and without 
friction, with no regard for the internal pro- 


‘cesses of power, control and struggle within 


households [Pollak, 1985].° 

Turning to non-orthodox, classical’ or 
Marxist explanations of the functioning pf 
labour markets in developing economies, 
wage labour supply is theoretically deter- 
mined by the gap between the prevailing 
wage rate in the capitalist sector and the 
‘subsistence’ level of income, determined by 
‘moral and historical’ forces. This sub- 
sistence norm varies through time and across 
regions, and income levels in the short run 
may fluctuate above or below it, but the 
norm is generally regarded as approximating 
the level of income necessary to reproduce 
the labour force on a daily and generational 
basis, and is the level towards which the 
income of unskilled labourers in the 
economy tends to gravitate. © Then, a shor- 
tage of labour might arise if capitalist sec- 
tor wage rates were not sufficiently greater 
than non-capitalist sector incomes to induce 
a transfer of labour. Although Marx’s views 
on wages and the supply of labour are not 
always easy to interpret, in Rowthorn’s in- 
terpretation it is nevertheless clear that “the 
supply of labour to the capitalist sector 
depends on a number of factors. Firstly, 
there are the opportunities available for work 
elsewhere, in other modes or forms of pro- 
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; duction, as a peasant, artisan, or state 
"oe employee, for example. Marx lays great stress 
_ 0n this factor in his discussion of primitive 


accumulation and the destruction of non- 


; capitalist modes of production... The ex- 
‘ istence of (...) alternatives sets a minimum 
_ below which wages cannot fall” {1980, p 200. 


See also Dobb 1928, pp 96-97]. 

Lewis [1954] is the most distinguished and 
influential model in this tradition; he sug- 
gests that the differential between wages in 
the capitalist sector and income levels.in the 
non-capitalist sector should be of the order 
of 30 per cent. Lewis’ use of ‘subsistence’ is 


‘as a term describing the non-capitalist sec- 


tor; he provides no detailed analysis of the 
functioning of this sector, and his account 


‘of the determination of levels of income in 


this sector is hardly complete: “The classical 
economists used to think of the wage as 
being determined by what is required for 
subsistence consumption... However, in 
economies where the majority of the peo- 
ple are peasant farmers working on their 


own land, we have a more objective index, 


for the minimum at which labour can be had 


_is now set by the average product of the 


farmer... This objective standard, alas, disap- 
pears again if the farmers have to pay rent, 
for their net earnings will then depend upon 


‘the amount of rent they have to pay, and in 


overpopulated countries the rent will pro- 
bably be adjusted so as to leave them just 
enough for a conventional level of sub- 
sistence. It is not... of great importance to 
the argument whether earnings in the sub- 
sistence sector are determined objectively by 


-the level of peasant productivity, or subjec- 


tively in terms of a conventional standard 


' of living” [1965, p 409]. 


These approaches account for shortages 
of labour in an essentially similar way, with 
market price signals central to a short-run 
explanation. Lewis, the classical and 
neoclassical economists would all agree that, 
if wage rates were increased labour shortages 
would diminish, and that appropriate varia- 


tions in relative prites would promote varia- 


tions in the quantity of labour supplied. 
None of these accounts of labour market 
‘disequilibrium’ is totally satisfactory. The 
classical concept of a subsistence norm is in- 
coherent, since in all poor societies a large 
proportion of the actual and potential 
labour force cannot legitimately be said to 
‘subsist’ [Patnaik,, 1979]: a large percentage 
of children born in these households die; 
adults die at an age well below the average 
for that society; moderate to severe malnutri- 
tion is not uncommon, together with 


associated impairment: of mental and- 


physical capacities; chronic diseases, such as 
parasitic infections, are certainly a ‘normal’ 
feature of most poor peoples’ lives in the 
Usambaras [Kraut and Cremer, 1974]. 


Besides, even if it were possible to identify 


in the abstract a particular level of income 
regarded as adequate to reproduce the 
labour force in the non-capitalist sector, a 
vast diversity of income levels has 
characterised all poor societies [Fields, 
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: fi . at i aged ( 
1980],’. and significant numbers of 
households are attempting to survive on in- 


comes that are a fraction of any ‘norm’, 


whether calculated as a mean, mode or 
median of actual incomes, or as an hypo- 
thetical minimum.’ That the actual in- 
comes of these households fall below the 
‘norm’ cannot be regarded as a temporary 
phenomenon, the fluctuation of short- term 
income around the long-run norm, since 
poor societies have always contained 
households with sub-subsistence level 
incomes. The point being made here is not 
an arithmetic one, that averages: are 
amalgamations of lower- and higher-than- 
average incomes; rather, it is a theoretical 
one, that in poor societies large numbers of 
people receive, ovér very long periods of, 
time, incomes that are not adequate in a 
nutritional sense, let alone in a ‘moral and 
historical’ sense. 

A further problem with both classical and 
neo-classical accounts derives from the em- 
pirical observation that, in the fieldwork 
area, it was not possible to explain dif- 
ferences in the participation of poor 
households in wage labour solely by 
reference to their level of non-wage income. 
Nor could these theories account for the fact 
that none of the-smallholder employers of 
agricultural wage labour attempted to raise 
piece rates above those being paid by their 
competitors in a market in which they all 
agreed it was extremely difficult to obtain 
Jabour. As explained above, both classical 
and neo-classical theory suggest that par- 
ticipation in wage labour is decisively deter- 
mined by the level of wages relative to the 
alternative, non-wage income. It is not 
denied that labour shortages in the West 
Usambaras can be explained in part by 
reference to declines in the real wages of tea 
pluckers resulting from macro-economic 
mismanagement in Tanzania, the conse- 
quences of which included an absolute scar- 
city of wage goods. However, the argument 
in this paper is that this explanation omits 
certain crucial determinants of labour 


supply. 


Characteristics of Households 
Supplying Manual Agricultural 
Wage Labour 


In the survey, the characteristics of 
households supplying manual agricultural 
wage labour were investigated in some detail, 
and compared with the characteristics of 
other poor households which did not supply 
wage labour. It became clear that it was im- 
possible to distinguish between these two 
groups on the basis of their level of poverty, 
or indeed on the basis of any narrowly- 
defined economic criterion. The categories 
‘poor’ and ‘proletarian’ were not synony- 
mous, thus alternative explanations for 
participation in the market for manual 
agricultural wage labour had-to be sought. 
Structural differences between households, 
especially those based on gender relations 
proved to be far more convincing than the 
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accounts offered by any of the variants of 
economic theory discussed above. 

A simple index of material well-being of 
households was developed, based upon the 
calculation of a Possessions Score for each 
household. The questions posed as the basis 
for this Score were extremely simple, and the 
answers were unlikely to be distorted by 
lapses in interviewee’s memory, or by the 
systematic ability of respondents to mislead, 
exaggerate or underestimate. The selection 
of the items to be included in that section 


of the questionnaire dealing with the Posses- ; 


sions Score was arrived at partly by casual 
inspection of the houses of respondents; the 
range of relevant items became clear very 
quickly. The items selected were those goods 


which people strove to acquire as soon as” 


they could possibly afford them. The selec- 
tion was also guided by previous fieldwork 
in this area, especially by Fleuret (1978), 

It is important to stress that the particular 
items chosen as the components of the 
Possessions Score constitute major im- 
provements in people’s well-being; for exam- 
ple, the quality of life is greatly enhanced 
by the possession of a roof which does not 
leaky or a coat or a sweater in a climate 
which is frequently cold and wet; or a pair 
of shoes in conditions where walking over 


uneven tracks is a necessary part of daily — 


life.? 

The Possessions Score measure of socio- 
economic status, based on the counting of: 
physically present items, may be contrasted 


very favourably with attempts to measure = ~ 


rural household income in Tanzania [see 
Collier, Radwan, Wangwe and Wagner 1986, 
p 55 et seq]. These are generally based upon 


particular male respondents’statements con- — 


cerning volumes of output of a range of 
crops during some previous period; crude 
estimates of the proportion of these outputs 
sold in different (legal as well as parallel) 
markets, the timing of these sales and the 
prices received; arbitrary valuations of out- 
put consumed within the household; even 
cruder attempts to estimate costs of produc- 
tion of these commodities, involving imputa- 
tions or guesstimates of labour costs, and 
frequently ignoring the systematic variations 
in the prices paid by different producers for 
the same inputs. Aside from the errors stem- 
ming from all of these assessments of cur- 
rent flows of output and income, serious 
problems arise concerning the reprgsen- 
tativeness of the current or recent crop year 
as an indication of ‘normal’ levels of out- 
put or economic status.'° 

Problems attached to estimates of income 
derived from crops apply a fortiori to 
income from livestock, especially since 
livestock is moved over a wide geographical 
area, and it is much easier for respondents 
to give answers concerning livestock owner- 
ship .that are inaccurate and difficult to 
verify.’ Furthermore, the confidence at- 
tached to measures of rural income derived 
from surveys administered by relatively 
inexperienced enumerators must be 
very limited. These enumerators cannot 
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reasonably-be expected to grasp the concep- 
tual basis of gross and net farm income, im- 
‘puted labour costs, etc, however, they 
certainly can be expected to identify roof- 
ing materials, and to count the number of 
stools and chairs. 

The method employed in this survey has 
at least two additional advantages: first, it 
provided a very rapid pointer to the overall 

economic status -of respondents, which 
allowed the enumerator a simple check on 
the consistency of answers to other, less im- 
mediately verifiable questions, eg, those con- 
cerning cash crop acreage or receipts of 
remittances. If answers to these latter ques- 
tions seemed inconsistent with the apparent 
economic conditions of the household, ques- 
# tions could be reformulated or alternative 
explanations sought. Secondly, the Posses- 
sions Score calculation has the potential to 
be used in illuminating intra- household 
distribution of income and assets, especially 
_ differences inaccess to household resources 
tween men and women, and between men 
and children. Several households contained 
~ women and children without shoes or any 
adequate clothing, while the husband/father 
of these women and children had a watch, 
several sweaters and pairs of shoes, and a 
coat. 

In calculating the index of material well- 
being, households were assigned a maximum 
score of 14, one point for each item specified 
in Table 1. Thus, four respondents lived in 
households with a metal roof, non-mud 


walls, four or more rooms, four or more - 


TABLE 1: ITEMS INCLUDED IN CALCULATION OF 
POSSESSIONS SCORE 


Item 

1 Metal roof 

2 Non-mud walls 

3 Watch 

4 Light 

5 Radio 

6 Bicycle 

7 Coat 

8 Sweater 

9 Two or more pairs of shoes 
10 Two or more mattresses 


_ li Three or more beds 


12 Three or more chairs 
13 Four or more rooms 
14 Four or more stools 
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stools, three or more beds and two or more 
matresses. 


watch, a kerosene lamp, a radio, a bicycle, 
a coat, a sweater and two or more pairs of 
shoes. 

The precise form of calculation of the 
Possessions Score may be justified by ap- 
preciating that a very large proportion of 
households had none of items | to 8 listed 
in Table 1. Many of these households did 
own some furniture, perhaps one bed or two 
stools, or an adult male in such a household 
might well own one pair of shoes. However, 
the purpose of specifying -a minimum 
number for items | to 14\was to distinguish 
between a group of households which could 
be regarded as unambiguously destitute, and 
other households which} although they 
owned none of items ! to 8, clearly lived in 
conditions of less acute, and riggs levels 
of deprivation. 

The starting point for an examination of 
the characteristics of households supplying 
manual agricultural wage labour is the data 
in Table 2. The fieldwork involved the col- 
lection of data from 6 groups of households, 
two of which, the estate tea pluckers and the 
smallholder tea pluckers, were purposely 
selected. because they contained manual 
agricultural wage workers.'* The Posses- 
sions Scores for these two groups were below 
the mean for all households surveyed: about 
40 per cent of the households surveyed had 
Possessions Scores above the mean for the 
estate tea plucker households, and about 
half of the households surveyed had Posses- 
sions Scores above the mean for the 
smallholder tea plucker households.!? 
However, as noted above, poor households 
are not synonymous with households sup- 
plying wage labour: for example, the parents 
of absentee school children were extremely 
poor, with a mean Possessions Score below 
the mean for the estate tea plucker 
households.'* Moreover, if the parents of 
absentees are subdivided into households 
none of whose members have ever worked 
as manual agricultural labourers, and 
households containing people who have, the 
lack of a strict correspondence between 
poverty and participation in wage labour is 
highlighted: for the former group, the mean 
Possessions Score is 1.5, which is not only 
below the mean for the latter group (2.4), 


TABLE 2: MEAN POSSESSIONS SCORE FOR HOUSEHOLD GROUPS IN SURVEY 


Group Number of Mean 
Households Possessions 
Score 
Estate tea pluckers 27 2.74 
Smallholder tea pluckers 23 1.78 
Parents of absentee school children 22 1.91 
of which: 
(a) No participation in manual agricultural wage labour 12 Pe) 
(b) Participation in manual agricultural wage labour 10 .2.4 
Parents of underweight babies 7 4.86 
Large (non-estate) tea producer in 1973 sample 13 10.46 
Large (non-estate).tea producer not in 1973 sample 8 11.38 
Overall mean 100 4.16 
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Some individuals in these — 
households also possessed at least one 


smallholder tea pluckers. Thus, T le 2; 
gests that those who participate i a 
cultural wage labour can have a hig 


Possessions Score than those who ‘do not. \ 


This provides very preliminary indication 


of the complexity of the relationship bet- 


ween poverty and wage labour supply, which 
will be examined in more detail below. The 
point of departure for the discussion is that 
it is not possible to predict with any con- 
fidence the propensity of households .to 
supply wage labour on the basis of their level 
of poverty. 


Although the very poor and the suppliers 


of manual agricultural wage labour. are 
overlapping categories, there remaims a pro- 
blem of explaining why some very poor 
households do not supply any wage labour, 
while at the same time some poor house- 
holds which cannot be classified as very 
poor are supplying wage labour; and an 
explanation is required for the fact that some 
households which are in Possessions Score 
categories 3 and above, i e, which are neither 


poor nor very poor, also contain manual. — 


agricultural wage workers. An attempt was 
made to distinguish between the poor- 
proletarian and poor-non-proletarian 
households on the basis of total acreage 
operated.'© Poor-proletarian households 
operated an average of 3 acres compared 


with 4.4 acres operated by poor-non- . 


proletarian households, suggesting that par- 
ticipation in wage labour might be a func- 
tion of the extent of households’ access to 
land. But the chi-square test indicated that 
the distribution of acreage operated by the 
two sets of households is not significantly 
different. Table 3 shows that 18 per cent of 
poor-proletarian households operate 
relatively large acreage, and that 41 per cent 
of households operating under 2.5 acres 
supply no wage labour. Furthermore, an 
analysis of the acreage under tea and cof- 
fee indicated that the means for poor- 
proletarian and poor-non-proletarian 
households were virtually the same (1.18 and 
}.15 acres respectively). In addition, the two 
groups of households cannot be distinguish- 
ed clearly on the basis of either wage labour 
hiring or crop sales: the majority of both 
poor-proletarian and poor-non-proletarian 
households (76 per cent and 89 per cent 
respectively) hire no wage labour, and fur- 
thermore, the majority of both groups of 
households sell agricultural commodities (77 
per cent of poor-proletarian households and 
88 per cent of poor-non-proletarian 
households). 

Health indicators, for example attendance 
at mother and child health clinics and child 
mortality, also failed to distinguish between 
poor-proletarian and poor-non-proletarian 


households: 66.6 per cent of poor-non- 


proletarian households could show no 
evidence of clinic attendance, compared with 


_ 70.5 per ceat of poor-proletarian house- 


holds. The mean number of children who 
died as a percentage of children born was 
virtually identical: 16.8 per cent for poor- 
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ee proletarian households and 16.5 per cent for 
__poor-non-proletarian households. The ac-: 
_ cess of members of poor-proletarian and 


poor-non-proletarian households to higher 
status employment was equally negligible: 
only two poor-proletarian households con- 
tained people currently employed in non- 


- manual occupations: one’as a driver, the 
_ Other as a nightwatchman; three poor-non- 


proletarian households contained people 
currently engaged in non-manual wage 


work, all as cooks in very small bars. Thus, 


no members of poor households had obtain- 
ed a salaried job or employment requiring 
any education. 

’ Hitherto, distinctions between poor- 
proletarian and poor-non- proletarian 
households have been sought in terms of 
characteristics which take no account of in- 
equalities within households, or of the 


-\ ~ internal structural features of households in 
central role. 


which gender relations occupy 
It has already been noted that some of the 
households operating above-average acreage 
supply no manual agricultural wage labour, 
while others do. The decisive difference bet- 
ween these households derives from the 
forces which govern the differential’ access 
to resources and income of men and women: 
an unmarried woman may work asa tea 
plucker, even if she lives in a household 


A operating above average acreage and with a 


high Possessions Score. One outstanding in- 
terview involved a permanent estate tea 
plucker, whose household, headed by her 
brother, was among the very wealthiest in 
the area. Her brother was village chairman 
and secretary of the local co-operative, and 
the household operated well above average 
acreage: The tea plucker herself, being un- 
married, had no access at all to ‘household’ 
land; no man either appropriated her labour 
or provided for her consumption needs. 
Land in the West Usambaras is inherited 
only by sons, ‘and women’s access to land 


’ is conditioned by their marital status. “Every 


man was taught skills and given property by 
his father, and was expected to pass these 
on to his sons... a man allocated gardens to 
each wife as he married. Each wife worked 
her own gardens in order to provide herself 
and her children'with food. As her children 
grew up they would help her to work her 
gardens, which her sons would ultimately 
inherit” [Feierman, 1974, pp 33-35}. 
Marriage is a means by which women may 


acquire access to land; it is also a means by 


' which men who own land acquire control 


over the labour of their wives and subse- 
quently their children. Men’s control over 
labour and land, and therefore over the 
distribution of output and current consump- 
tion, implies that women’s share of current 
consumption is the outcome of a distribu- 
tional struggle, or a protracted form of ‘sub- 
tle guerilla warfare’ [Feierman, 1972, p 165]. 
Thus a womai who is not married, who has 
never been married, or is divorced, or 


- deserted, or a widow whose deceased hus- 


band did not leave her (or, more precisely, 


_ her sons) adequate resources, does not 


¢ 
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‘undertake unpaid work for a man; no male 


household member is in a position to ap- 
propriate her labour. However, this ‘freedom’ 
from appropriation and from the struggle 
over intra-household distribution implies the 
absence of rights to the means of survival. 
Women in this position are, therefore, likely 
to enter the labour market, and those 
households containing no married men are 
precisely the households which’supply wage 
workers. ; 

In order to illustrate this proposition, poor 
households were divided into two groups on 
the basis of the presence or absence of a 
married man. In cases where husbands were 
resident, or were not full-time residents but 
made regular visits and financial contribu- 
tions, the household’ was defined as a 
“male/female’? household as opposed to a 
“female-only household”. Women in the lat- 
ter type of household might be married in 


a formal sense, but the infrequency of’ 


husband’s visits, combined with his failure 
to provide any financial support, was 
regarded as sufficient to categorise these 
households as female-only. 

The importance of making a clear distinc- 
tion between male- and female-headed 


households has been shown in two recent 


studies of poverty and nutrition in rural 


- Kenya. Kennedy and Cogill conclude that 


“children from female-headed households 
do significantly better on both of the long- 
term measures of nutritional status... One 
plausible explanation is that in . female- 
headed households, women have more 
decision-making power, and this may result 
in more emphasis being put on nurturing ac- 
tivities that positively affect children” [1987, 
p 52]. Unfortunately, Kennedy and Cogill 
provide no explicit definition of the category 
‘female-headed’; it may therefore be the case 
that some households classified by them as 
‘female-headed’ are in receipt of remittances 
from non-resident men. In the present 
research such households would be classified 
as male/female, in order to isolate as 
“female-only’ those households receiving no 
regular financial support from an adult man. 
Greer and Thorbecke analyse the effects of 
a number of variables, including a dummy 
variable for female-headed households, on 
household calorie consumption. The 
‘female’ dummy variable is positive and 
statistically significant, which they interpret 
“as signifying that female-headed 
households, ceteris paribus, allocate 
household income in such a way as to ob- 
tain more calories per adult equivalent than 
equivalent male-headed households” [1986, 
p 85]. The problem with such a clear-cut 
conclusion concerning the superiority of 
‘female-headed’ households for nutritional 
status is precisely that all other things are 
not equal: Greer and Thotbecke also fail-to 
distinguish between households receiving 
financial support from a non-resident male, 
and households which-are ‘female-only’ 
households due to widowhood, divorce, 
desertion, etc. By amalgamating the latter 
two groups of households, important 
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explanations of systematic differences in 
nutritional status may have been.masked, 
especially those derived from access to 
income from wage and salary employment. 
Greer and Thorbecke classify household 
heads into three groups, i e, married men, 
unmarried men, and women. Their classi- » 
fication-is the source of some confusion, 
since “male heads-are classified as married 
or unmarried solely on the basis of whether 
or not a wife currently lives with them. Some 
of the female-headed households also in- 
clude wives, 
polygamous household with a deceased or 
absent husband” [1986, p 12]. This classifica- 
tion is inadequate, since it does not 
distinguish clearly among households accor- 
ding to the reasons for the absence of a mar- 
ried man. In a review of research on. 
Botswana, Peters makes a similar point, 
criticising an emphasis on female-headed-| 
ness as a major discriminating feature of 
rural households and the subsequent 
tendency to gloss all female-headed 
households as uniformly disadvantaged 
(1983, p 107).!7 7 

Table 4 shows that, of the 61 households 
in Possessions Score categories 0 to 3, 37 (or 
61 per cent), could be classified as female- 
only households on the criterion noted 
above. In addition, female-only households 
constituted .66 per cent of all poor house- 
holds supplying. manual agricultural wage 
labour. Almost 80 per cent of female-only 
households in the survey contained at least 
one person employed as a manual agri- 
cultural wage labourer, compared with 41 per 
cent. of male/female households. A cross- 
tabulation of these results concerning the 
presence or absence of a manual agricultural 
wage labourer indicated that the differences 
were statistically significant (chi-square = 
13.8). Therefore, it can be argued that the 
poorest households are predominantly 
female-only households, and that female- 
only households are the major source of 
supply of manual agricultural wage labour. ” 
An analysis of the proportion of available 
household labour participating in manual 
agricultural wage labour in female-only and 


in male/female households clearly esta- _ 


blishes the greater propensity of members 


TABLE 3: CROSS-T ABULATION OF PARTICIPATION 
AND NON-PARTICIPATION IN MANUAL 
AGRICULTURAL WAGE LABOUR, BY TOTAL 
ACREAGE OPERATED 


aE EEEEEEEEEREEEEEEEEEErEnEemmmnememeet 


Acres Operated 
0-2.5 2.6-4.5 4.6-13 


Nuniber of households 

supplying no manual 

agricultural wage 

labour 7 5 5 
Number of households 

supplying manual 

agricultural wage 

labour 24 12 8 


ee ae UE EEEEEEEEEEEEESSEEEEEe! 


Chi-Square = 1.177 
Degrees of Freedom = 2 
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probably indicating a . 


of female-only households to engage in 


‘manual agricultural wage labour: The poor 


_ female-only households contained 115 adult 


members, of whom: 60 (52 per cent) were 
engaged in manual agricultiral wage labour 


- at the time of the survey; in contrast, the 


_ poor male-female households contained 90 


adult members, only 24 of whom (27 per 


cent) were engaged in manual agricultural 
wage labour. 


In higher Possessions Score categories (4 


to 14), there are hardly any female-only 


households: only 5 per ‘cent of these 


oe households are female-only households. Of 


the 16 households in these higher Posses- 


_. sions Score categories which contained a 
"person employed as.a manual agricultural 
‘labourer, only one could be classified as a 


2 female-only household. However, a detailed 


examination of the agricultural wage 
labourers in these households confirms the 
arguments above concerning the major 


_ determinants of wage labour supply: in 14- 


of these households, the wage workers were 


_ predominantly unmarried daughters, and 


’ sometimes unmarried sons. Further confir- 


mation of these arguments is provided by 
the ‘fact that 79.5 per cent of all of the 


' female-only households in the survey were 


_ supplying manual agricultural wage labour, 


compared with 48 per cent of male/female 


~ households. 


Since land is inherited only by men, it is 
_ not surprising that the access to land of 


female-only households is very much more 


limited than that of male/female house- 


holds. Table 5 shows a significant difference 
in the size distribution of acreage operated 


_ by female-only households and male/female 


households. The proportion of male/female 
households operating 2.5 acres or less is 
around 20 per cent, compared with 47 per 


- cent of female-only households. Only two 


per cent of female-only households operate 
More than 13 acres, compared with 26 per 
cent of male/female households. Female- 
only households constitute-70 per cent of 
households operating 2.5 acres or less, whilst 
male/female households constitute 93 per 
cent of households operating more than 13 
acres. 

Since female-only households have such 
extremely limited access to land, they are far 
more likely to engage in agricultural wage 
labour as their major means of survival. 
Many women who in the past have plucked 
tea for estates or smallholders ceased to do 
SO as soon as they got married. A common 
reason given by the survey respondents for 
having left employment as a tea pluckér was 
marriage.'® Information on reasons for 
ceasing employment as a manual agri- 
cultural wage worker was collected for 73 
employees, 38 per cent of whom left because 
they got married and 21 per cent to look 
after a child or other relative. (A further 11 
per cent left their jobs because of their own 
or a relative’s illness). Thus, the involvement 
of female-only households in wage labour 
can be viewed partly as a result of the limita- 
tions on alternative means of survival, but 
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partly also as a consulta oh their 
‘freedom’ from the unpaid labour obliga- 
tions of married women. These two dimen- 
sions of the determinants of wage labour 
supply cannot easily be separated, and are 
best conceptualised in terms of Marx’s 
analysis of the double meaning of ‘freedom’ 


in the context of the transition from pre- 
‘capitalist forms of labour appropriation to 


capitalist labour markets.’ 

The data on total acreage operated pro- 
vides some indication of households’ stock 
of productive assets at a given moment. It 
is also important to consider the dynamic 
processes through which household 
resources are allocated and reallocated, and 
the correspondence between the formation 
of female-only households and changes in 
those households’ access to land. Of the 14 
households which had ever sold a piece of 


land, 12 were female-only households, ie, 86 ° 


per cent, and only two were male/female 
households.”° Interviews with those female- 
only households which had sold land 
suggested that the following course of 
events was not uncommon: a land-poor 
male/female household, faced with a cash 
demand which other households might be 
able to accommodate, e g, a hospital bill, 
is forced to sell one shamba; the remaining 
acreage is now clearly inadequate to provide 
the household’s cash and food needs, and 
the husband, recognising that even his own 
requirements can no longer be met through 
the appropriation of his wife’s and children’s 
labour, deserts them. Before doing so, or 
shortly thereafter. he sells a further shamba, 
absconds with the cash proceeds, and thus 
effectively creates a female-only household. 
This ‘new’ household -has hardly any access 
to land, and inevitably will supply as wage 
labour any able-bodied member, including 
school-aged children, Thus, of the 16 parents 


TABLE 4: POSSESSIONS SCORE, PARTICIPATION IN MANUAL AGRICULTURAL WAGE LABOUR, AND 
INCIDENCE OF FEMALE-ONLY HOUSEHOLDS 


a of sbitnite ‘school cl 
’ female-only households.”! — 


‘similar dynamic seems to be at work. Visaria _ 3 


“holds with female heads tend to contain a 


_ Score categories 0 to 2 ve (69 per cent) . 
In some areas of rural India a a ratte ¥ 


and Visaria have argued that, among 
cultivators with small landholdings, the — 
incidence of femalés as heads of households — 
tends to be higher than in other rural 
families. Moreover, they note that house- 


higher proportion of females. They suggest 
that “females form a higher proportion of 
households with smaller landholdings 
because they‘are gradually forced to.sell a 
part of their landholdings or get a smaller 
share relative to the brothers of the deceas- 
ed spouse. Partly as a result, the female-. 
headed households might include a high pro- 
portion of rural labour households..” 
[1983]*? In rural Kenya there is also 
evidence that the average size of holding is 
greatest among households headed by mar- 
ried men and lowest amongst those headed 
by unmarried women. Barnes suggests that 
the existence of female-headed households 
in areas similar to the Usambaras can be ex- 
plained by ‘push’ rather than ‘pull’ factors, 
which operate because of the inability of cer- , 
tain households to meet their needs from 
agricultural production and the resulting 
tendency for men to absent themselves.?? 
Barnes also notes that households with only 
women and children are far more likely to 
rely on child labour inputs than are house- 
holds which include men [1983, p 50, 56]. 

On the basis of the arguments above and 
the evidence in Tables 4 and 5, it is 
reasonable to conclude that an understan- 
ding of the determinants of wage labour 
supply is greatly enriched by a gender- 
specific analysis of production relations. 
By classifying households into female-only 


- 
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P-Score 


Number of households 

Number of female-only households 

Female-only households as a percentage of 
households 


Number of households supplying wage labour 
Number of female households supplying wage 


labour 


Female-only households supplying wage labour as 
a percentage of households ‘supplying wage labour 76.5 


0 1 2 3 
21 18 14 8 
15 13 8 I 

71.4 72.2 57.1 12.5. f 
17 14 Il 2 
13 9 7 0 
64.3 63.6 0 


TABLE 5: TOTAL ACRES OPERATED BY FEMALE-ONLY AND MALE/FEMALE HOUSEHOLDS 


‘Number of female-only households 
Percentage distribution of female-only households 


Female-only households as a percentage of 


households operating the same total acreage 


Number. of male/female households 


Percentage distribution of male/female households 


Male/Female households as a percentage of 


households operating the same total acreage 
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households and male/female households, it 
' was possible to achieve a far more satisfac- 
tory explanation of sources of labour supply. 


a The inadequacy of conventional labour 


market analyses has been highlighted by 
establishing that, amongst very poor 
households with negligible access to non- 
wage sources of income, participation in 
manual agricultural wage labour is deter- 
mined by the capacity of men to resist the 
proletarianisation of their wives and 
children.*> Thus differences in the labour 
market participation of equally destitute 


economic theory. ; . 

A detailed analysis of characteristics of 
households in the lowest Possessions Score 
categories was undertaken, the results of 
which are not presented here. This analysis 
indicated clearly their inadequate shelter and 
clothing, their illiteracy, the failure of their 
children to complete primary school, the 
death of a large proportion of their children, 
their limited access to high-status types of 
-wage and salary employment, the limited 
degree to which they inherit and purchase 
land, and their inability to produce the most 
lucrative crops or to apply much fertiliser 
and hired labour. Since so large a propor- 
tion (68 per cent of Possessions Score 
. categories 0 to 2) of the poorest households 
_are female-only households, and since 92 per 
cent of all female-only households are in 


characteristics of the poorest households 
may be attributed with some confidence to 
‘the female-only households. One final link 
between the incidence of poverty. and 
female-only households may be noted: 
females face disadvantages within the 
market for manual agricultural wage labour. 
The wage rates paid to women for weeding 
and digging, as reported by employers, are 
consistently below those paid to men. 
Similar results are found in Vuorela’s 


research in Western Bagamoyo District in | 


Tanzania: “Women who have been left alone 
with their children after a divorce, death of 
a spouse, or those women who never mar- 
‘ried the fathers of their children face dif- 
ficulties both as producers and as supporters 
of children (...) the family is forced to seek 
other income or access to the means of sub- 
sistence, either through casual labour or 
neighbourhood help in the form of food. 
The best compensation for casual work in 
the village can be earned in the ‘male’ tasks 
... Women who have to-resort to casual 
labour find it in less well paid tasks of poun- 
ding grains, hoeing and weeding” [1987, 
p 196). 76 
The discussion and the evidence presented 
above has focused on poor households and 
those supplying wage labour. These house- 
holds were deliberately selected in the survey, 
andthe question might arise as to the 
relevance of a study of these particular 
households for an understanding of the rural 
economy of the West Usambaras. A central 
proposition of this paper is that a great 
‘many households in the fieldwork area are 


_ households cannot be explained by orthodox 


Possessions Score categories 0 to 2, then the © 


tee 

ye 
either very poor and/or proletarian. Despite 
the absence of any comprehensive random 
survey data covering the distribution of 
assets and income in the fieldwork area, 
there is a great deal of indirect evidence to 
support this proposition. 

Interviews with the district education 
officer and with the headmasters of six 
primary schools indicated that absenteeism 
is a pervasive phenomenon. At Mpalalu 
Primary School, 45 per cent of children were 
absent on a randomly selected day in July 
1986 (not a period of peak labour demand); 
on repeated visits to Kwehangala’ Primary 
School, it was immediately apparent that 
very few children were present. According to 
the district education officer, of the 24 
primary schools in the survey area, 15 had 
serious absenteeism problems. It has already 
been shown, in Table 2, that the mean 
Possessions Score for those households con- 
taining an absentee school child is 1.91, and 
that three quarters of these households are 
in Possessions Score categories 0 to 2, Thus; 
absenteeism is closely associated with 
extreme poverty. This association is unsur- 
prising, since school children are required to 
wear a uniform, costing 300 Tanzanian Shill- 
ings (approximately two weeks’ pay for a 
full-time tea plucker), on pain of physical 
punishment, and their parents are respon- 
sible for the purchase of pens, exercise 
books, etc.2”? Furthermore, 10 of the 22 
households of the selected absentee school 
children were supplying manual agricultural 
wage labour. It may therefore be argued that 
poverty and participation in wage labour are 
indeed widespread phenomena, and that the 
households selected for inclusion in the 
survey are in no sense atypical. 


Dynamic Consequences of Labour’ 


Shortages 


The advantage of a focus on extremely 
poor households engaged in wage labour is 
that some understanding of dynamic pro- 
cesses may be gained. The process of for- 
mation of a labour supply has been 
examined, and it was established that gender 
relations play a central role in this process. 

In Marxist analyses of the formation of 
a wage labour supply, one feature which is 
typically emphasised is the extremely long 
time taken to transform the bulk of the 
agricultural population into a class of free 
wage labourers [Sender and Smith, 1986, 
p 37]. The capacity of rural households to 
resist proletarianisation,- by maintaining 
some degree of control over land and by 
squeezing family consumption levels, is fre- 
quently used to account for the continued 
survival of apparently non-capitalist forms 
of agricultural production [Kautsky, 1976]. 
For example, Cooper’s recent study of wage 
labour in Mombasa argues that “If remak- 
ing African agriculture proved an elusive 


- goal, fitting the African wage labourer into 


the image of wage labour that colonial of- 
ficials brought with them from their 
industrial societies was equally dif- 
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ficult... Workers, a variety of recent studies 
suggest, strove to meet the direct and indirect 
demands of colonial states and the pressures 
of a new ...economic order by combining 
wage labour with vigorous—and occasional- 
ly violent—efforts to maintain their access 
to land and other elements ‘of village or 
domestic based production” (1987, pp 10-11]. 
“Resistance to proletarianisation” in the 
West Usambaras has taken several forms, 
one of which may be described as married 
men attempting to resist the proletarianisa- 
tion of their wives, in order to maintain their 


own control over the household economy. — 


Resistance to proletarianisation has 
sometimes been described in romantic anti- 
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capitalist terms, as the triumph of the 
African rural family over impersonal market 
_ forces, or as the survival of the peasantry 
‘uncaptured’ by the market (Hyden, 1980). 
Moreover, these descriptions imply that the 
survival of non-capitalist forms of produc- 
tion constitutes the basis for greater security, 
more ‘appropriate’ technology, superior 
cultural and social values, and for higher 
standards of living [Richards, 1985; Hunt, 
1984]. However, even the most superficial 
‘ observer of life in the West Usambaras could 
not fail to notice the widespread destitution 


of the population, and further, that the. 


~ overwhelming majority of low productivity 
manual agricultural labour is done by 
women. If women continue to perform this 
labour at the behest of their husbands, it is 
not at all clear why this is supposed to secure 
a level of economic, social and cultural well- 
being that is superior to that derived from 
wage employment. 

Discussions with women concerning the 
distribution of income within the household 
indicated that, in general, cash income from 
the sale of tea and coffee all accrued to their 
husbands; cash income from sales of food 
crops in local markets was generally said to 
be divided equally between husband and 
wife, although women acknowledged that 

_ their closer involvement in production and 
“marketing provided them with some ability 
to manipulate shares. 

In the case of women living in households 
with very little access to land, and therefore 

_ little scope for women to obtain cash for 
' themselves or their children from sales of 
food crops, it is likely that they could derive 
higher levels of cash income from full-time 
wage employment; the reasons for their non- 
participation in wage labour then originate 
in intra-household power relations. The 
notion that “resistance to proletarianisation” 
enables peasant households to enjoy a 

_ Superior quality of life implies that women 
enjoy a superior quality of life as a result 
of restrictions which confine their labour to 
household production. It is arguable that the 
reverse is more likely. 

There is little to applaud in men’s attempt 
to resist women’s proletarianisation. In the 
Usambaras, this reformulation is a more ac- 
curate description than Kautsky’s of the sur- 
vival of the peasantry. On the contrary, the 
availability of wage employment, whether on 
estates or ‘smallholder farms, as an alter- 
native means of survival can be seen as an’ 
escape route, a liberation from the most op- 
pressive, and even physically violent, rela- 
tionships with men. Several young women 
were interviewed who had only been able to 
leave their violent husbands because of the 
availability of permanent wage employment 
on the estates.*® The existence of a special 
category of female suicide in the Usambaras, 
described by Feierman as “cooking pot 
Suicide”, committed by women whose 
husbands treated them badly, and whose 


agnates did not come to their defence, is » 


clear evidence of the absence -in earlier 
periods of alternative escape routes for 
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women [1972, p 76]. Orthodox economics, 
even in its latest variants, ignores the 
brutality that so frequently characterises 
intra-household relations. Bargaining 
models treat marriage aS a co-operative 
game and “the threat point...never involves 
the threat of physical violence. Economists’ 
models of conflict, whether between 
husbands and wives or between workers and 
firms, seldom recognise even the possibility 
of violence” [Pollack 1985, p 600]. 

More generally, rapid rates of capital_ac- 
cumulation have always required a rapidly 
growing wage labour force, and ‘pro- 


_letarianisation must be considered as a 


necessary. concomitant of any widespread 
improvements in levels of labour produc- 
tivity within the agricultural sector. The lat- 
ter is the precondition for rising material 
living standards. Therefore, a perspective 
which glorifies the quality of life achievable 
under conditions of family based agri- 
cultural production, not only ignores the 
often brutal appropriation of women’s 
labour which so frequently underpins the 
family economy, but also fails to grasp that 
any significant enhancement of living stan- 
dards for the rural population as a whole 
depends upon a rapid rate of technical pro- 
gress, which requires transformations in the 
relations of production. 

The shortage of manual agricultural wage 
labour that has been the subject of this paper 
largely results from the struggles of many 
households to maintain their control over 
land and “family”, ie, women’s labour. One 
consequence of this resistance is that the pro- 
cess of accumulation is constrained: not only 
are accumulators unable to obtain sufficient 
wage labourers, but.their ability to con- 
solidate and expand their landholdings is 
restricted by the presence of micro-holdings 
occupying cultivable land, but unable to 
utilise land and labour productively. 

The degree to which resistance to pro- 
letarianisation constitutes a barrier to 
accumulation in rural Tanzania should not 
be overemphasised. If the macro-economic 
and ideological context were more favour- 
able to accumulation, then the dynamics of 
capitalist differentiation might result in the 
more rapid disappearance of micro-holdings 
and the simultaneous resolution of problems 
of agricultural labour supply. The current 
conjuncture has impeded accumulation 
without creating any alternative dynamic 
process, thus providing no basis for rising 
productivity and no prospect for sustained 
improvements in the standards of living of 
the poor. 
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financial support. They also acknowledge the 
help of R Chambers, D Collard, L DeDecker, 
A Evans, P French, M Gondwe, J Guyer, B 
Hindess, D Hitchin, J Iliffe, A Kumar, P 
Leeson, M Levine, A Majaliwa, W Mauya, B 


Economic and Political Weekly June 16-23, 1990 


’ ,. 


H Singer.) 


1A full account of the fieldwork 
methodology and results is available in 
Sender, J and Smith, S, Poverty, Class and 

- Gender in Rural Africa: A Tanzania Case 
Study, Routledge, 1990. 
2 More recent data suggest that a very high 
percentage of males have emigrated from 
the fieldwork area in the post-war period, 
as indicated by the fact that the number of 
males per 100 females in the area was found 
to be significantly lower than elsewhere in 
the district, region, or indeed in rural 

Tanzania as a whole. 

Historically migrant labour has constituted 

a significant proportion of the labour 

supply throughout Tanga Region (ibid). 

Herkulu Tea Estate was established in the 

mid-1950s} over the following five years its 

manager was able to undertake labour 
recruitment as far afield as Lake Tanganyika 

(interview with Stone, March 24, 1988). 

4 For a more sophisticated discussion of the 

determinants of rural wage levels and a criti- 

que of “efficiency wage” theories, see 

Bardhan, 1979. Livingstone attempts to 

explain labour shortages in rural Kenya by 

arguing that ‘Market Imperfections”, 
especially social barriers to inter-regional 
mobility (“the reluctance of labour to cross 
tribal boundaries”) and “lack of know- 

ledge” limit the supply of labour (1981, 

p 5:9-10). 

For a detailed critique of these models, their 

highly unrealistic and restrictive assump- 

tions, see Evans, 1989. 

6 “The natural price of labour...varies at dif- 
ferent times in the same country and very 
materially differs in different countries. It 
essentially depends on the habits and 
customs of the people” (Ricardo, 1951, 
pp 96-97). 


Besides, the dualistic notion of an iden- 
tifiable ‘non-capitalist’ sector within today’s 
developing countries cannot be taken 
seriously. Capitalist relations of production 
are widespread throughout rural Africa, 
and developing economies cannot be neatly 
divided in this way, since the linkages bet- 
ween the most and least advanced sectors 
are so numerous that any dividing line is 
arbitrary. On the difficulties of drawing 
such dividing lines see Breman, 1976. 
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The intractable problems of calculating 


‘minimum’ necessary levels of income re- | 


quired for ‘adequate’ nutrition have been 
explored by Sukhatme, 1978. 


9 Several tea pluckers interviewed in the 
Survey were spending an average of over 
three hours per day walking to work. 

10 A good example of this type of error may 
be seen in Nathan’s analysis of rural poverty 
in Guyana, carried out on behalf of the US 
Bureau of Census and Statistics 1980. A 
large proportion of ‘those households 
defined as part of the ‘target rural poverty 
group’ in fact owned tractors and several 
other costly items of mechanised equip- 
ment. They had been defined as poor on 
the basis of their per capita household in- 
come from agricultural enterprises in one 
particular year, a year in which that income 
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He assets still ice 


e, the researchers witnessed the 


oe -a-village levy at Mbokoi. | 
1-3 ‘p No accurate population listing is available 
__ in the-Usambaras which could have served 
as the basis for selecting a random or 


_ assumption of the survey method was that 
_ by purposively concentrating the survey on 
the tail-ends of the distribution of the rural 
population it would be possible to gain a 
_ clearer insight into the mechanisms of dif- 
Biterontiation) an understanding of these 
“mechanisms was a primary aim of the 
research. This approach can be contrasted 
_with that of Berry, who deliberately chooses 
it to concentrate on the middle of the distribu- 
_._ tion: ‘I have tried to illustrate the implica- 
tions of class formation for the majority of 
Yorubas who are neither very poor nor very 


However, Berry’s approach, which concen- 
trates on ‘the majority’, or the modal 
household, is unlikely to illuminate the 
evieal dynamic processes of class formation, 
because it is precisely atypical households, 
> those whose reproduction strategies are 
either very successful or very unsuccessful, 
~~ who can provide pointers to the nature and 
direction of economic and Social change. 
ag Households containing people currently 
employed in a high status, enumerated (for- 
_. mal) sector job had very high Possessions 
Scores; 80 per cent of the wealthy 
households in Possessions Score categories 
10 to 14 had at least one member currently 
- engaged in high status employment. 

_ 14 The rationale for selecting a group of 
parents of children habitually absent from 
primary school was that these were likely 
to be extremely poor people; previous 
surveys in the area had established a close 
relationship between household income and 

_ children’s education [see Sender 1975]. 

- 15 Similarly, a recent attempt to establish a 

clearcut relationship between the average 
annual income of Indian rural labour 
households and the entry of female 
' household members into the wage labour 
force over the period 1956-57 to 1977-78 
failed to establish a significant association 
in normal agricultural years (Unni, 1988, 

: p A-66). 

16 The use of the term - ceoletarian’ is 
appropriate whether or not the households 
concerned are ‘conscious’ of their class posi- 
tion, Lenin argued that ‘the capitalism of 
simple co-operation and manufacture has 

~ never been connected anywhere with the 
workers’ complete separation from the land, 
and yet... it has not on that account ceased 
to be capitalism’[1960, pp 209-10]. Lenin 

“ certainly considered a land-owning small 

fe producer (albeit owning only ‘a patch of 

land, with the farm in a state of utter ruin’), 
who was unable to exist without at Jeast 
= some sales of their labour power, as display- 
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rich, but somewhere in between [1985, p 17]. . 
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However, the use of the term rokcthriS in 
the present context ignores the fact that 
three ‘poor-non-proletarian’ households 
contained people working for wages in non- 
agricultural, non-enumerated employment. 
These rather special sec are ignored in this 
Paper. 

17 See also Peter’s worked on rural Malawi (1988). 
and the careful and illuminating disag- 
gregated analysis of ‘female-headed’ 
households in rural Zimbabwe by Adams 

. (1988, pages 74-75). 

18 Women appear to have left wage employ- 
_ ment for similar reasons in the UK in the 

late nineteenth century. In 1901, 77 per cent 
of women in the age group 15 to 34 were 
at work, but only 13 per cent in the next 
age group, 35 to 44, and only 11 per cent 
of those aged 45 to 59. Roberts has argued 
that working-class women did not regard 
full-time wage labour as something they 
would undertake for the whole of their 
adult lives, but generally aimed at achiev- 
ing the maximum possible wage between 
leaving school and leaving work when mar- 

_ried (1988, pp 15 and 22). 

19 ‘The immediate producer, the labourer, 
could only dispose of his (sic) own person 
after he had ceased to be attached to the 
soil and ceased to be the slave, serf, or 
bondman of another [...] But, on the other 
hand, these new freedmen became sellers of 
themselves only after they had been robbed 
of all their own means of production, and 
of all the guarantees of existence afforded 
by the old feudal arrangements’ [Marx, 
1970, pp 714-15]. 

The two male/female households which had 
sold land both contained: large non- 
capitalist and rather elderly farmers. One 
of these provides a classic example of the 
attempt to accumulafe-on the basis of a 
distinctively non-capitalist strategy: this 
farmer had sold a very small percentage of 
his inherited land in order to obtain the cash 
required for his fifth marriage. The other 
male/female household which sold land 
could also be classified as a failed non- 
capitalist accumulator. 

21 In addition to the characteristics of poor 

and female-only households noted above, 
a further distinction between female-only 
and male/female households may be men- 
tioned: female-only households proved less 
likely to know the name of the Bwana 
Shamba (local agricultural extension of- 
ficer), or to have been visited by her/him 
during the previous 12 months. In rural 
Kenya it has also been shown that female- 
headed households have less contact with ” 
agricultural extension agents and have less 
access to credit [Barnes 1983, p 54]. 

22 The results of a recent rural household | 
expenditure and consumption survey in | 
‘Ethiopia provide clear evidence that the | 
poorest and smallest households contain a. | 
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20 


sources of Peck tinone ie 
ticularly acute difficulties in s 
north-east Ethiopia[1987]. . 
23 Similarly, in rural Malawi, ‘where tt 
enough land to provide (the hope 
cent living, men will be ‘retained’. A 
relatively, where families have ve 


of livelihood’ [Peters, 1988, p 10]. 
24 The approach adopted here has al 
useful in the cOmparative analy. 
women’s labour force participati 
UK and the US. ‘Differences in famil 
position of women in the two countri 
explain part of the difference ob 
employment patterns. Because of t 


British women were currently mar 
1980, while the corresponding fig 


to American women’s higher rate 
employment and full-time working in tk 
20s and 30s’ (Dex and Shaw, | 
pp 30-31]. + 
- Hart’s analysis of seasonal patterns of fe 
participation in wage labour in rural 
suggests that part of the explanation f 
failure of women in some poor househok 
to offer themselves as labourers in suga 


fee 


AJANTA OFFERS NEW & i ve 
OUTSTANDING BOOKS eee Fm 
nash 


Asghar Ali Engineer 


Communalism & Communal 
Violence in India: An 


Rs 950 i 


Analytical Approach 
Babri-Masjid Ramjanambhoomi 
Controversy (ed) Rs 175 | 


Communalism in India (ed) Rs 150 


Ethnic Conflict in South Asia 


(ed) Rs 195 — 
Indian Muslims: A Study of : 
Minority Problem in India —_ Rs 150 
Islam & Revolution (ed) Rs 150 

Muslim in South & South East 

Asia (ed) Rs 150 — 
Muslim Communities of 

Gujarat . Rs 200 
Role of Minorities in Freedom 

Struggle (ed) Rs 100 
Religion & Liberation (ed) Rs 250 
The Status of Women in 

Islam (ed) Rs 60 


Please send your orders to: 


AJANTA BOOKS INTERNATIONAL 
1 UB JAWAHAR NAGAR, 
Bungalow Road, 

Delhi 110 007—Phone 2926182 


1341 


cane production is the fact that these 
women lived in households which contained 

resident adult males (1986, p 158). Similar. 
evidence is available historically for 

Scotland: In the majority of the South- 

Eastern countries in the 1870s an increase 

in the demand for female labour could only 

be met through the recruitment of single 

women; landowners chose to let cottages to - 
single women or to widows with daughters 

in return for a supply of labour as and when 

required [Devine, 1984, p 105-6]. 


_ 25 In rural Sehegal there is smiliar evidence 


te 


concerning the determinants of women’s 
participation in wage labour: “In the sam- 
ple households, it was the [male] heads of 
the better-off households in terms of asset 
ownership who tended to express opposition 
to wage work by their wives [Mackintosh, 
1989, p 130]. 

Bardhan reports evidence of marked 
discrimination in rural wage labour markets 
in India and the serious disadvantages ex- 
perienced by women in these markets (1987, 
p 29). See also Adams, for similar evidence 
from the rural labour markets in Masvingo, 
Zimbabwe (1988, p 201). 


26 


* #27 Absenteeism is particularly acute after 


Standard 3, when the required number of 
exercise books increases. Besides, after Stan- 
dard 3, the opportunity cost of the loss of 
a day’s child labour presumably increases, 
as the children are physically more mature. 

28 For further examples of the liberating con- 
sequences for women of new'wage employ- 
ment opportunities in Africa, see Sender 
and Smith, 1986, p 57, and Geiger 1987, 
p ll. 
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Redefining Concepts ae Science, Technology 
and Development _ 


Redefining development, classifying sciences and technologies according to their nature and orientation, and 
re-classifying the countries in environmental terms are prime tasks today. This is because the prevailing patterns 
of science, technology and growth are propelling humankind towards mass impoverishment and also creating a 


survival crisis. 


DEVELOPMENT has to be a more inclusive 
concept than mere industrialisation or 
economic growth measured in terms of 
Gross National Product (GNP). GNP hides 
the. relative magnitudes of life-oriented assets 
and the life-destruction-oriented arsenals in 
the national economies, By its accent on the 
aggregate, it tends to disregard the stratum- 
wise See nubon of income. Therefore, this 
cannoi be an index of the society’s health. 
Development needs to be defined in terms 
of (i) universal accessibility to health-giving 
food, unpolluted air and water, hygienic 
clothing and shelter; (ii) enhancement of the 
resource base while improving the yield; 
(iii) self-reliance, and optimal utilisation of 
the potential, of each locale, region and 
nation in the perspective of better use of 
ecological resources; and (iv) harmony bet- 
ween the individual, the family and the 
society. This redefinition has become 
necessary, 

(a) because development is being directed 
to (i) producing crops in bulk at the cost of 
their nutritive value and by loading these 
with residues of poisonous chemicals and 
also by disrupting the very basis of produc- 
tion; (ii) producing manufactured goods 

through ‘technologically more efficient’ but 
ecologically more destructive processes; and 

(b) because the current perspectives, pro- 
grammes, and methods of development are 


all increasing the inequalities and ham 


lising the people. 

This redefinition is necessary even for a 
reiteration (i) that the objective of develop- 
ment is optimising human _ happiness; 
(ii) that this, in turn, depends on the enlarge- 
ment of freedom for al! groups of people; 
and (iii) that this, again, depends on the well- 
being of all species of life in each segment 
of the habitat. Further, development implies 
cessation of growth in certain aspects and 
opening up in certain other respects. While 
animal bodies continue to grow up to a 


‘ particular age, the growth of the size of the 


brain, the heart, liver, spleen, lungs, etc, 
cease to grow much earlier. Their growth 
beyond a certain measure becomes, in 
medical term, ‘enlargement’ problem, a 

disease. Even when memory power stops 
growing, intellection continues to grow and 
wisdom based on maturity of experiences 
starts filtering in. In a society, too, arma- 
ments must stop at a particular level; high- 
complexity mechanical tools, too, must stop 
at some other level. Only then can there be 
true development. Freedom from’ atrophy 


(of limbs) and entropy is Ssential for health 
and happiness. 

Redefinition of development, as suggested 
above, will show'that most of the allegedly 
developed countries are in fact maldeveloped 
countries. 

Then, to the question of science and 
technology. In the same manner as Plato had 
classified four stages of perception, science 


«needs to be classified into two broad orders: 


(i) the science which seeks to discover the 
hidden harmonies of nature, for which acute 
observations, unending queries, cogitations, 
deep reflection and intuitive thinking are of 
prime importance; and (ii) the kind of 
science which seeks to understand nature 
merely through mathematical laws and 
numerical relations. Science needs also be 
classified according to cosmologies. There 
is one kind of science which is pursued with 
a mechanomorphic view of the universe, in 
which Nature is sought to be studied in the 


> manner the machines are studied, i e, by 


dismantling into their minutest parts. This 
is a science based exclusively on reductionist 
method. There is another kind of science 
which seeks to study nature the organismic 
way which recognises that the parts are in 
the whole, and the whole is in the parts, 
interacting on, and modifying, one another. 

Contemporary science is predominantly 
reductionist. It studies reality in fragments 
and yields fragmented knowledge. Yet, the 
overwhelming majority of its practitioners 
claim that this science holds monopoly of 
objective truth. The propensity of this 
science to ‘manage’ nature runs far ahead 
of its eagerness to understand nature. It fails 
to see the bounteousness in nature. Hence 
it applies force to squeeze more but ends up 
getting far less in the overall. 

The companion of ‘reductionist’ science 
is ‘nature-conquering’ technology which, in 
the name of extracting a larger quantity of 
a particular product, . succeeds only in 


disrupting the whole nexus of production. 


base and life-support system. Thus, it under- 
‘mines the basis of all life but hurts the 
poorer people more. This genre of techno- 
logy is very different from nature-harmonic 
technology which is allied to organismic 
science. There is immense scope for the latter 
kind of science and technology if we ap- 
proach nature lovingly and-seek to under- 
stand her own technology and principles. 
The distinction between these two kinds 
of sciences and between two very different 
genre of technologies is essential if we are 
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to counter the disastrous trends. We would 
need to return to this discussion later to see 
why one is inherently . destructive while 
the other is pregnant with beneficial 
possibilities. - 

Reclassification of the countries in 
biogeographical and environmental terms is 
essential for a variety of reasons. The pre- 
sent classification—as ‘developed’ and 
‘developing-—is wrong, for reasons stated 
earlier. Classification as ‘first world’, ‘second 
world’, ‘third world’, too, is wrong. For such 
categorisation silently conveys two false 
notions. One, that the ‘second’ and the 
‘third’ worlds would need to look for the 
consumption standard—and the pattern of 
development—as in the ‘first’ world. Two, 
that members of the so-called first world 
have permanently solved their problems of 
material existence and that there is little 
chance. of their slipping back. The truth is 
that these “first world” countries are in- 
appropriate both as models of consumption 
and patterns of development; and it is pro- 
bable that some of them will turn out to be 
diseased and paranoid societies, unworthy 
of the world’s respect. Whether this will 


happen on account of any nuclear, chemical: 


or biological misadventure, or because of a 


high percentage of frustrated, love-lorn' 


people within their society, or due +o the 


multiplication of AIDS-like afflictions, none’ 


can say. But there is no doubt that decline 
cannot be resisted where ethical and 
egalitarian values are forced to yield to 
hedonistic values. It is, therefore, proper that 
we avoid categorising countries merely on 
the basis of their present material standards 
which are inequitable and manifestly 
unsustainable. 

It is much better to accept the classifica- 
tion which nature has given in terms of 
climatic regions. Nature-based classification 
is; in any case, more permanent. In this, 


there are two major categories of countries, ' 


temperaté and tropical. Their soil charac- 
teristics are different; wind patterns are dif- 
ferent; rainfall patterns (hence moisture 


availability patterns) are different; pollina-. 


tion patterns are different. 


Since the subject of our discussion is the 
third world, which I call the tropical world, , 


it will be pertinent to discuss these basic dif- 
ferences in a little more detail. 


The soils in the tropics are poor in organic , 
matter because this organic matter decom- 


poses quickly under the impact of high 
humidity and temperature which induce high 
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microbial activity. As against this, the 
organic matter status of the soils in 
temperate countries is much higher. As to 
rainfall, it is distributed somewhat evenly 
throughout the year in the temperate regions. 
_ As against this, in humid tropical countries, 
there is torrential ‘rainfall for three-four 
months and then there is a large dry spell 
under which the soils become parched and 
turn into hard cakes, which means, they tend 
to erode away fast during the next heavy 
rains. While the winds in the temperate 
countries normally have a higher velocity, 
those in the tropics are fitful. Except in the 


‘coastal areas and foothills and except dur- 


ing the hurricanes in certain parts of the year 
their velocity is generally lower. While the 
pollination in temperate countries is mostly 
windblown, it is mainly through the agency 
of insects in tropical countries. Which 
- means, if the insects get killed by pesticides, 
the pollination itself will suffer, causing far 
greater loss in the tropical countries. 

The tropical ecosystem is far more finely 

and delicately balanced: it found stability 
through a much longer chain of inter- 
connectedness. The humid tropical rain- 
forests add another dimension. In one patch 
of a tropical rain-forest, there may be a much 
larger number of species than in the whole 
of the US. 
* From this, it follows that if you apply 
nature-conquering technology in the tropics, 
it will have a disruptive effect over a much 
vaster spectrum, in far too many interacting 
spheres. Nature-conquering technology is no 
doubt harmful in the temperate climatic 
zones. But, in a tropical environment, it is 
far more ruinous. The devastation in the 
tropics is also much faster. 

Temperate countries have been using 

chemical fertilisers for quite a few decades: 
yet, it is only during the last one or two 
decades that their ill-effects have been caus- 
ing great concern there. But in the tropics 
the devastation came to be felt only after two 
decades of their use. 

In the humid tropics, nature provided 
earthworms and termites in far greater 
abundance as builders of the topsoil. Here, 
the floating ferns and algae, too, are abun- 

.dant as builders of soil fertility. The use of 
chemical fertilisers and pesticides for only 
three decades has decimated these beneficial 
species. The structure of the soil has been 
greatly damaged. The carbon-nitrogen ratio 
in tropical soil being very low, only about 
30 per cent of the nitrogenous fertiliser can 
be absorbed; the rest gets released to the 
atmosphere as nitrous oxides. (In temperate 
countries, the amount of release is much 
lower.) In wet tropics, the chemical fertiliser 
applied to the soil gets washed down the 
canals and rivers, or leached to the ground- 
water level much quicker. Hence, the poison- 
ing of surface water and ground water is 
much higher in the tropics. The pesticides 
applied in the tropics break down into com- 
ponents due to photochemical effect and 
these broken-down products, instead of 
becoming innocuous, find an easy entry into 
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ue ie 
the biological systems. This is why the ac- 
cumulation of the pesticide components is 


much greater in the animal—including the 


human—bodies in the tropics, causing 
cancer and many other fell diseases. 

All these should show-that transfer of 
technology is a wrong slogan. It hurts the 
recipient countries more, by launching them 
on a development track which is very dif- 
ferent from what is needed in their environ- 
ment..The tropical countries need to do their 
own technology generation. In this, their 
traditional technology, which has nurtured 
life over millennia, has to be their reliable 
base. There is much greater merit in the 
traditional ‘people’s science’ and ‘people’s 
technology’ than the ‘modernists’ believe. 

Between the tropics and the temperate 
countries, there ought to be collaboration in 
sciences as distinct from technology. Even 
in science, this collaboration has to be with 
the pursuers of organismic science—that 
too, after each country has studied its own 
environmental resources, defined the 
people’s needs and the science questions 
arising therefrom. 


CONCEPTS OF SCIENCE AND TECHNOLOGY 


Karl Marx was right when he, in Poverty 
of Philosophy, said: 

In acquiring new forces of production men 

change their mode of production, their ways 

of earning their living; they change all their 
social relations. The handmill will give you 

a society with the feudal lord, the steam mill 

a society with the individual capitalist. 

This was clear recognition that the inclina- 
tion of technology governs the foundation 
of economic structure. In the twentieth 
century, when technological inventions are 
proliferating, this technological orientation 
should be understood as the orientation of 
the technological spectrum. Unfortunately, 
Marx’s followers, from Lenin onwards, 
overlooked its implications. The seeds of this 
oversight lay in certain gaps in Marx’s own 
formulations. He did not take his idea to its 
logical conclusion. Whereas he talked of the 
relation between the structure and the 
superstructure, he failed to articulate that the 
orientation of the technological spectrum 
decides the nature of the infrastructure 
which ultimately influences the structure and 
the superstructure. 

There are different kinds of sciences and 
technologies. There is a kind of science and 
technology which strengthens the grip of the 
vested interests. There is another kind which 
liberates the common people from the grip 
of the vested interests. 

Let us now see how the philosophy and 
methodology that governs science today 
makes it and its campanion technology in- 
herently elitist and anti-poor. It is necessary 
to go into this investigation, 

(a) because there is a wrong notion that 


while technology is value-loaded, science is: 


value-free; and 


(b) because it is impossible to uplift the - 


poor nation, and the poorer people within 
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any nation, without changing the direction 
of scientific and technological efforts. 

‘Modern’, i e, post-Baconian science has 
been following the philosophy of conquering ~ 
nature. The methodology that it has been 
follewing is Descartian, which’ was re- 
inforced by Laplacian model of mathemati- 
sation. The four methods, which Descartes 
laid down ‘as sufficient for arriving at 
knowledge of things’, were as follows: (1) To 
accept nothing as true which was not clear- 
ly recognisable as such, and to avoid pre- 
judice in judgment; (2) to divide up each of 
the difficulties into as many parts as pos- 
sible; (3) to carry on the reflections, com- 
mencing with objects that were the most sim- 
ple and easy to understand, in order to rise 
little by little, by degrees, to knowledge of 
the most complex; and (4) in all cases to 
make the enumeration so complete and 
reviews so general as to be certain of not 
having omitted anything. 

None of these methods would appear ex- 
ceptionable to common sense logic. The 
study of facts without any bias was neces- 
sary in the context of (i) the then prevailing 
tyranny of referring to the scriptures on 
every conceivable matter, even against the 
evidence of observed facts and (ii) the 
dominance of scholasticism and the Greek 
philosophers’ tradition of ‘pure’ speculation 
which was producing barren controversies. 
Bacon, too, had revolted against this tradi- 
tion. Descartian methods were undoubtedly 
a liberating force in those days. 

But as often happens in history, the 
vehicle of progress in the 17th century 
became a fetter on the progress of science 
later. Separating facts from bias came to be 
understood as divorcing facts from values 
(i e, valuational consideration). This strip- 
ping of values later became the excuse for 
the destruction of reverence for life. Value- 
free-ness of method became the apologia for 
acquiescence in destruction-oriented pur- 
suits, for everything could be blamed on the 
methods to cover up the scientist’s own sins. 
Habits of study in parts gave rise to the idea 
that the sum total of studies in parts, with 
some allowance for synergism, could yield 
knowledge of the whole—and idea which is 
utterly false to life processes and is hence a 
misguidance to sciences concerning not only 
plants and animals but all natural resource 
systems—soil, water, forests—which vibrate 
with life and interact with living organisms. 
The original emphasis on mathematics, 
which was designed to promote exactness to 
the maximum possible extent, led to the 
dictum that ‘there is no reliable knowledge 
without quantification’. 

The obsession for fitting knowledge into 
mathematical equations now consumes so 
much of the science researcher’s energy and 
attention that little time and effort is left for 
direct observation of nature. All research has 
been reduced to tool-dependent research. 
The importance of keen observation of the 
surroundings has been devalued. The 
familiar world of life's everyday experience 
has yielded to mathematical abstractions. 
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What is even more objectionable is that 


concern for quantitative estimation has pro- 
mpted (i) the taking up of only those aspects, 
which are amenable to quantification and 
(ii) the avoidance of those objects/levels 
which are subject to many interacting forces 
merely because the complexity of these inter- 
action makes factorwise quantification well- 
high impossible. This avoidance receives sup- 
port from guidelines that study should com- 
mence at the simplest level. ' 

This has virtually meant postponing the 
study of life at the cellular and organismic 

levels ‘until the molecular code has been 
completely cracked’. Plainly, this is running 
away from the study of life processes which 
keep acquiring newer and newer properties 
at every higher stage in the level of 
organisation—properties which are not 
merely additive but introducers of subtle 
qualities. 

A science which is based exclusively on the 
philosophy of studying all phenomena of 
nature in parts (in the manner a machine is 
studied) and hardly ever interrelates them 
holistically, is bound to give wrong leads to 
all activities concerning soil, water, forests, 
crop plants and human and other animal 
body functioning; and it is on these that the 
people’s welfare mainly depends. 

The plight of reductionism was best 
expressed by the venerated scientist, Albert 
Szent-Gyorgyi: ‘Those who like to express 
themselves in the language of mathematics 


' do well to keep to lower levels... but we 


must not lose our bearings lest we fall victim 
to the simple idea that any level of organisa- 
tion can be understood by pulling it to 
pieces, by a study of its components, that 
is, the study of the next lower level. This may 
make us dive to lower and lower levels in the 
hope of finding the secrets of life there. It 
made my own life a wild goose chase?’ “For 
twenty years I..worked on the molecular 
level. These. studies netted me a Nobel 
prize... but left me without a better under- 
standing. The more I knew, the less I 
understood, and I feared that I would end 


my life knowing everything and under-. 


standing nothing:’ His message was: “Even 
‘if we limit our work to a single level, we have 
to keep the whole in mind.’ This is what the 
practitioners of reductionist modern science 
just do not do. Hence the resulting product 
is turning out to be fragmented science, 
which is non-science. ; 

Modern science started as a reaction to the 
Aristotlean philosophy, according to which 
the whole dictated the parts. Aristotlean 
philosophy had led to neglect of the study 
of the constituents. Modern science sought 
to correct this neglect. But its overemphasis 
on the prior study of components to the 


minutest detail and particularly its concept ' 


that the universe and all material objects 
therein could be studied by treating them as 
machines and-dissembling their parts, has 
been responsible for neglect of study of the 
intergrative processes in nature. Asa result, 
studies of biological processes and 
ecosystems have been perverted. Yet, it is on 


these that people’s lives mostly depend. 
Modern science’s quantitative yardsticks— 
mass, velocity, pressure, temperature and the 
fields—are ‘sufficient’ for the knowledge of 
the physical world, namely the celestial 
bodies in motion, the m&chines on earth, 
and the inanimate matter around it. This 
method suits the study of non-life processes 
and at its one remove, life-destruction- 
Oriented machinist processes, both of which 
fit admirably with the concept of power. 
That is why modern science has been most 


productive in military devices and its civilian - 


fall-outs including high-speed transport and 
communication system. Since machinism 
has got embedded in the very method of 
modern science, it is promotive of a high- 
cost pattern of development which does not 
benefit common people. Its machinist- 
orientation keeps it blind to inexpensive 
solutions. It always favours big projects and 
complex technologies. The former breaks the 
people’s back and the latter is inaccessible 
to common people. It is, therefore, elite- 
oriented initially and destructive of all life 
ultimately. ; 


Lenin had made the mistake of adopting 
the western pattern of technology and seek- 
ing to compete with the Americans in the 
latter’s kind of technology. This ensured the 
defeat of the Soviet Union’s promise of a 
new kind of civilisation. Today, the Soviet 
Union’s life-style, farming techniques, 
industrial technology, energy use pattern, 
transportation modes, architectural pattern 
are the same as those of the US; the values 
this genre of technologies impart are cen- 
tralist and authoritarian. These machinism- 
oriented solutions vest the control over 
resources in a few hands. These can never 
bring people’s prosperity or enlarge their 
realm of freedom. 


REDUCTIONIST SCIENCE 


Before we explore the philosophy and 
methodology of alternative science, it is 
necessary to see how reductionist science, 
un-complemented by findings from other 
disciplines and experiences of the people, 
has been causing destruction. The practi- 
tioners of this pattern of science taught us 
that irrigation, even flush irrigation, is im- 
portant for high productivity but remained 
silent about drainage. The result has been 
widespread waterlogging and soil salinity. 
They spoke for big dams but failed to notice 
that it reduces the river to a series of still- 
water lakes, obstructs the river’s basic func- 
tions of serving as the drinking water source 
for population centres and carrying toxins 
to the sea. They are converting each river’s 
basin to a series of enclosed sub-basins for 
salt build-up. They propagated high-yielding 
varieties of seeds ignoring that this meant 
high-cost, high-variance and hence high-risk 
farming whose crops are nutritionally in- 
ferior, with poor keeping quality. They 


reduced the diversity of crops and thereby’ 


turned innocent insects into pests and then 
advised us to use pesticides, forgetting that 
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these would find their way into the food 
chain and accumulate in our bodies giving 
rise to cancer, encephalitis, etc. They keep 
prescribing the use of chemical fertilisers for 
crop production but ignore the most 
obvious fact that this ruins the soil and 
pollutes the water everywhere but much 
more in the tropics. They also forget that 
in the tropics, the major portions of these 
fertilisers escape into the atmosphere releas- 
ing nitrous oxides which pierce the ozone 
layer. In the name of increasing the yield 
of a mono-crop, it disrupts the entire nexus 
of subsistence crops. In the name of pro- 
ducing a good crop for human beings, it 
destroys the sustenance of livestock and 
aquatic life, thus affecting not only untold 
species of life but also bringing down the 
common people’s supply of milk, meat and 
fish. Reductionist science fails to see the 
nexus between soil, seed and plants; between 
soil, water and atmosphere; between 
agriculture and forests; between human 
beings and other species of life. 

The practitioners of reductionist science 
are in pursuit or ‘higher efficiency for 
industrial processes’, forgetting the basic 
principle that the higher the ‘process effi- 
ciency’, the more entropic it is. They fix 
their gaze on an industry’s productivity, 
forgetting that this may drastically affect the 
biological productivity of an ecosystem. 
They talk of more and yet more electricity, 
without any concept of ceiling in its use, 
forgetting that high-voltage transmission 
lines cause corona discharges inducing high 
incidence of cancer in the neighbourhood. 
They ‘cure’ diseases of one part of the body 
creating graver maladies in other parts. By 
injecting hormones in the name of inducing 
stronger labour pain for ease of delivery, 
they often create conditions of shutting out 
oxygen supply to the foetus, necessitating 
Caesarian operation. Application of the 
‘scientific technology’ has been extin- 
guishing many species of life: yet, undeter- 
red, they go on promising that they would 
compensate by creating new species of life. 
One wonders whether they think they have 
the power to ordain the co-evolution of all 
species of life. 

The fantastic nonsense which the practi- 
tioners of this brand of stience trot out as 
the ideal of science can be gleaned from a 
specimen of one ‘high-tech’ protagonist who 
has been the chief of several ‘technology 
missions’. Sam Pitroda, in an interview to 
a journal, Gentleman, said : 

Today, the amount of food we eat, the 

‘amount of human waste we create and the 

amount of sustenance we draw from food, 

is based on an inefficient machinery. Why 
should we visit the toilet twice a day? 

Because, you know, the input-output has not 

been balanced. Bio-technology is going to 

re-engineer this. I know of a lady who lived 
on a pill_a day, as an experiment, for two 
months and emerged completely normal. We 
know how to create hupger by tduching 
certain parts of the brain and we also know 
how to prevent hunger by touching another 
part of the brain. A friend of mine in the 
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US is developing a substance which, when 
given to a new-born child, will form a lining 
in the stomach. No matter what the child 
eats will then get converted to proteins. This 
will wipe out malnutrition. 

This means, for nutrition, all that you 
need is protein! Roughages do not matter! 
Pill for preventing babies, pill for preven- 
ting hunger! The next prescription possibly 

_ will be: ‘only a few drops to prevent feeling 
thirsty’. Such are the gems which come from 
nature-conquering science! 

This pattern of science has created a men- 
tality that nature—and the vast masses of 
humanity—should be conquered in the 
cause of ‘progress’. Darwin’s perception 
that there is only competition for existence 
and ‘‘survival of the fittest’’—this indicated 
his blindness to the system of co-operation 
in nature—strengthened this conquista- 
dorian trend. Hence the industrial nations 

~ tend to regard the less industrial countries 
as the dumping ground for their toxic 


_ wastes. Within these decimated countries, 


again, the townships tend to view the rural 
areas as the dumping ground for’ their 
wastes. This civilisation, reared on the 
machinistic worldview, fed by reductionist 
science, can only keep producing wastes, 
for it breaks all of nature’s wholesome 
principles. 

The basic principles which need to be par- 

- ticularly noted for choosing our pattern of 
living and strategy of socio-economic 
activities are as follows: 

(1} Nature is a whole piece, as intact as 
a cell, in which everything is in close linkage 
with everything else. The infinitely small 
particles, the ‘energy grains’, form into 
atoms, molecules, compounds, colonies of 
organisms and finally at apex of the ladder, 
the human being. Then, the grains of a 
human society, namely, the individuals, give 
rise to a global community. 

(2) Nature does not tolerate the un- 
controlled growth of any one species in rela- 
tion to the other species of creation and to 
the ‘carrying capacity’ of an ecosystem. 
Forced increase of any species or of the 
‘carrying capacity of the ecosystem’ is 
followed by an inevitable decrease. Nature 
always works towards a balance. 

(3) The biochemical systems exchange , 
matter with their surroundings all the time. 
In other words, there is continuous com- 
munication (i e, sharing) between living | 
things and their environment, as also among | 
all things living in that environment. An) 
intricate web of interaction connects all life ' 
in an area into one vast self-maintaining 
system. Its each part is related to every other 
part and éach is related to the whole. 

(4) Recycling, symbiosis and antibiosis are 
the fundamental processes through which 
nature maintains its creation. There is 
recycling between land surface, water sur- 
face and the atmosphere in the global system 
as well as in the micro-environments. There 
is recycling between soil, plant-4nd animal 
kingdoms. The hydrological cycle, and the 
cycles of minerals are different aspects of 
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this recycling process. The energy flows are 
not exactly cycles, because the used energy 
gets degraded and becomes entropic. Then, 
there are symbiotic and antibiotic relations 


between plants and plants; organisms and - 
organisms; plants and soil organisms; plants 


and animals; and between mankind and 
nature. 

(5) There is no enjoyment without a price. 

(6) There is stability in diversity. 

Each of the above principles has a 
message for the pattern of living and acquir- 
ing life’s sustenance. 

These principles open up prospects for the 
liberation of the oppressed. These suggest 
that holistic understanding of nature can 
give clues to simple, inexpensive but effi- 
cient techniques with long-lasting beneficial 
effects, which nobody can corner to deprive 
the poor. In fact, the deeper our under- 
standing of nature, the greater the capacity 
to devise simple techniques accessible to the 
underprivileged. 

In short, mechanistic science leads the 
way to development based on mega- 
industries: it makes even agriculture depen- 
dent on chemical fertilisers, chemical 
pesticides, electricity from large power 
plants, irrigation water from big-dam- 
connected trunk canals, diversity-reducing 
crops—all of which lead to pollution of air 
and water, and toxicity of the soils. As 
against this, holistic science shows the way 
to nitrogen fixation through biological 
agents—legumes, floating ferns, blue green 
algae and many others; soil enrichment by 
composted waste products; higher produc- 
tivity through intercropping and crop rota- 
tion; pest control through diversity; maxi- 
misation of food basket through multi- 
varietal crops and multi-pronged culture—in 
which forestry, agriculture, horticulture, 
animal husbandry, poultry farming, fish 
culture all get interwoven, one strengthening 
the other. The variegated needs of human 
beings, as also of other species of life, fit 
admirably into nature’s system of maximum 
bio-productfvity through diversity, inter- 
species balance, and the processes of recycl- 
ing, symbiosis, and antibiosis. In the light 
of this, industry and agriculture are to get 
linked in a humanistic and environmentally 
protective way. This way, thoroughgoing 
environmentalism and poverty eradication 
merge into one programme of human 
liberation. 

A major aberration of this holistic 
understanding deserves particular mention, 
for it has found a niche even in the politico- 
economic ideology of some ‘socialist’ states 
and is not limited to capitalism. Interesting- 
ly, this aberration came about despite a 
sharp pointer from Karl Marx, whom these 
states acclaim as their mentor. Marx had 
considered manufacture based on the divi- 
sion of labour ‘‘a converter of the labourer 
into a crippled monstrosity’’ , a fragmenta- 
tion of man, an “‘assassination of the 
people’. This was despite the fact that in 
Marx’s time the large industries were much 
smaller than those of today and the division 
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of labour then was much less. The Soviet 
states have accepted this aberration because — 
once one embraces the given pattern of 
science, there is no escape from this 
inequality-promoting, dehumanising, and 
anti-ecological course. 

Redemption from this disastrous course 
lies in taking the cue from one great insight - 
of Marx, which tallies with the insights of . 
Kropotkin, Tolstoy, Gandhi, Thoreau, — 
Edvard Carpenter, William Blake, and 
Rabindranath Tagore. Marx had said that 
‘‘with the transformation of economic basis, 
the entire enormous superstructure is slowly 
or quickly overturned”. How does this” 
transformation of economic basis take 
place? When new “production relations 
have matured within the womb of the old 
society’, he explained. But how do these 
production relations mature within the 
womb of the old society? ‘‘When the. 
material conditions for the existence of these 
relations develop’’, ie, when new produc- 
tive forces gather strength. New techno- 
logies adoptable by the masses are among 
the most potent productive forces. When 
they show the way to lessening the 
dependence on the owners of factories or 
large estates, they open up the road to a new 
society. 

Hence the task of’ the holistic science 
would be to open up ways of utilising (i) the 
free gifts of nature—the azollas, the blue 
green algae and a host of others; (ii) the 
negantropic processes in agri-sylvi-horti- 
pisci-culture, and (iii) the low-entropy pro- 
cesses in industry. And the obligations of 
the ecology movement is to show (i) how 
simple living is more healthful and (ii) how 
nature yields more when our techniques are. 
harmonic with nature’s technology. 


HOLISTIC TECHNOLOGIES . 
Experiments at several places in India, 
though on a very small scale, have proved 
that organic and diversified farming can 
yield a larger food basket and protect the 
soil from water and wind erosion and that 
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X this is more helpful to the subsistene of the 


local community. A switch from chemica- 
lised farming to ecological farming showed 
an initial drop in the yield at some places 
but the production picked up thereafter. 
Ecological farming no doubt requires 
greater care but the products are all tasteful. 


' What is more, no such cropping adversely 


affects any other culture as chemicalised rice 
cultivation does to fish culture or milk pro- 
duction. There is a widespread feeling that 
the organically grown food has greater 
percentages of nutritionally desirable con- 
stituents. Although not much analysis of the 
nutrient compositions of fhe organically 
grown and the chemically produced foods 
has been done in India, reports from other 
countries tend to suggest that the people’s 
belief in the superior biodynamic properties 
of the former is based on facts, apart from 
their own sense of well-being. That the keep- 
ing qualities of the organically grown foods 
is far superior is acknowledged by all. 
The traditional farmers’ experience, 
handed down from generation to generation 
in microclimate management is a kind of 
“‘people’s science’ unknown to the moder- 
nists. These include mild manipulations; 


planting of companion crops; breaking of ’ 


soil clods to produce a fine tilth and soil 


. mulch at the opportune moment; draining 


of ‘water in time to protect the crop root 


_zone from any possibility of pest growth; 


occasionally setting aside the plant foliage 
lenghtwise to allow the direct sunlight and 
outside air to enter the root zone to prevent 
the scope of pest multiplication. 

India’s traditional farmers seem to have 
been familiar with the growth processes in 
correlation with lunar phases but this skill 
came near to vanishing point with the 
onslaught of modernism. But, with new 
thinking in science which goes beyond 
reductionism, interest is growing in the 
rhythmical movements of the planets, both 
in relation to each other and the zodiac, and 
their correlation with sowing, planting, etc, 
as expressed in the difference in yields. It 
is possible that this will lead to a superior 
science for biodynamic. agriculture. Even 
when its contours remain dim, there is no 
doubt that holistic, organic farming yields 
more, and with much lower inputs and 
lower risks. Hence its fruits can be shared 
by the community. Of course, side by side, 
the trend of living in organic relationship 
with nature and in community spirit needs 
to be developed. 

In industry, the production units need to 
be governed by what Mahatma Gandhi cal- 
led ‘human-scale technology’. There has to 
be a limit on their size, because dinosaurian 
existence of factories is not in accord with 
ecology or democracy or people’s gainful 
employment. It is not in accord with ecology 
because often the larger units increase pollu- 
tant concentration exponentially. The 
‘economy of larger scale’, for individual 
firms and in financial terms, gets eclipsed 
by the decline in the ecosystem’s producti- 
vity and people’s health. Although the large 


units tend to claim to have provided employ- 


_ ment, often their contribution to ‘employ- 


ment displacement, is much more. When 
industry is geared to meeting people’s needs 


and not to conquering nature or other. 


nations, the placement of industries on low- 
entropy, people-oriented technologies will 
be feasible. 


Holistic farming and people-oriented in- 
dustrial technology will need support from 
holistic science. Holistic science does not 
mean dismantling the laboratories doing 
reductionist studies. It means integrating 
their results to. organismic studies and 
people’s experiences. Holism is to be based 
on the understanding (i) that the whole is 
a contingent structure, which is in continual 
interaction with its own parts and with the 
greater whole, of which it is a part, and 
(ii) that neither the whole nor the part com- 
pletely determines each other. 


Ability to develop inexpensive devices for 
people’s uses requires far deeper under- 
standing of nature. An example of this is 
the ‘dew: point technique’ which yields 
potable water in hundreds of thousands of 


ditches in Israel by tapping the water vapour ' 


floating in air during the nights. This was 
the result of deep understanding of the prin- 
ciples of energy exchange between the 
earth’s surface and the atmosphere. The 
technique of power generation from ‘solar 
ponds’ is another example of: people’s 
science. The latest technique of focusing 
sunlight directly on molten carbonate salt 
cascading down a wall to convert solar heat 
into electricity and then to recycle the salt 
is yet another examplé of deep under- 
standing. With deeper insights into soil ferti- 
lisation by natural agents, new cultural prac- 
tices will come into being in place of com- 
plex machines. 

Yet, the question remains: what do we do 
long as there are fears of facing aggression? 
Does not defence require reductionist 
science? eG 

Defence has to have a moral dimension. 
The role of universal love and ideological 
dialogues at international levels will have to 
grow, even as measures of defence. 
Moreover, democracy at home and univer- 
sally shared prosperity within are the most 
potent means of disarming the adversary. 


CONCLUSION 


The foregoing discussion ought to make 
it obvious 

(i) that the philosophy of conquering 
nature must yield place to the philosophy 
of knowing nature’s ways and of being har- 
monic with, these (ways/principles); 

(ii) that it is suicidal to limit science to 
reductionist studies and/or to avoid lines of 
researeh where quantification is well-nigh 
impossible on account Of numerous inter- 
acting processes and integrative linkages; 

(iii) that the mechanomorphic world 
vision needs to be replaced by an 
organismic/holistic worldview, tempered 
with the understanding that neither the 
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‘whole nor the part completely determines 
each other and that the whole is in con- 


.: tinuous interaction with its own parts and 


also with the greater whole, of which it is 
a part; 

(iv) that the test of superior understan- 
| ding of nature is the ability to develop in- 
| expensive devices which can be impercep- 
,tibly interwoven with the texture of life. 

Machinism. and the use of manufactured 
| Product where simple devices can do much 
better on a wide front is, in fact, an index 
of poor science—the product of a tendency 
to do violence to nature; and 

(v) that the simpler the techniques to 
utilise nature’s bounties, the greater the 
scope for universally shared prosperity, far 
‘removed from elitism, corporate centralism, 
‘statist centralism, and authoritarianism. 

A question could still be asked: why 
holism does not mean dispensing with 
reductionist science and why it does not in 
any way lessen the importance of quantify- 
ing the quantifiable objects. The answer is: 
holistic considerations will need to guide the 
reductionist studies; and the reductionist 
studies, in turn, will promote a better 
understanding of the whole. Holistic 
observations-cum-experiences and ‘the | 
reductionist studies complement one 
another. 

A few examples will make this amply 
clear. The holistic vision of James Lovelock 
enabled him to visualise the evolution of 
organisms and the evolution of the material 
Earth as a single tightly coupled process 
and, thereby to perceive (i) the self- 
regulation of the climate and (ii) the com- 
position of the air, the ocean and the rocks 
as properties emerging automatically from 
the tight coupling of the living organisms. 

_and their material environment. This led 
him think of inventing a number of sensitive 
detective devices, of which the electron cap- 
ture detector was one. His success in mak- 
ing this invention, however; depended on 
the application of reductionist science. It 
was this electron capture device that made 
it obvious that pesticides such as DDT and 
Dieldrin have come to be distributed 
throughout the global environment. These 
basic data, in turn, enabled Rachel Carson 
to write her classic book, The Silent Spring, 
which spurred environmentalism as a 
movement. 

Similarly, the invention of the deep-diving 
device, bathyscaph. It has enabled mankind 
to penetrate the ocean to a depth of 30,000 ft 
and more and has made the abysmal 
scenery of the ocean basin accessible to 
direct observation. Its progressive sophis- 
tication continues to enhance our understan- 
ding of the super-deep marine environment.. 
This has been the oceanographic equivalent 
of man’s voyage to the moon. Incidentally, 
it is the latter (voyage to the moon) which 
had for the first time, made a powerful: 
impact on man’s awareness in two respects. 
One was the fragility of the Earth, in one 
vast universe. The other was that our planet, 
the Earth, was ‘‘one indivisible spaceship’. 
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“It showed the indivisibility of life’s existence 
on the planet and gave a powerful impetus 
to global environmentalism. 

The reductionist science which enabled 
the German physician, Ernst Hartmann, to 
develop the instrument called ‘Lobe 
Antenna’ to identify a grid of the energy. 
lines emanating from the earth’s surface and 
circumspecting our globe, helped us under- 
stand the Earth’s energy fields. By giving 
us insights into the mysterious energy that 
surrounds us and into the bursts of energy 
a little before sunrise and a little after sunset, 
it has helped us enhance our bio-energy, our 
individual auras, and our physical and 
spiritual well-being. 

Take, again, the sensitive instrument, 
ISAMS (improved stratospheric and 
‘mesopheric sounder) which has very recently 
been developed by some scientists of the 
Oxford University for studying the upper 
atmosphere, including ozone layer. It pro- 


mises-to build up environmental awareness — 


and may even stimulate serious thinking 
about an alternative pattern of civilisation 
based on—let me repeat—a different energy 
‘use and generation pattern, low-entropy in- 
dustrial technology, -diversified farming, 
freed from chemicalisation. 


Instances could be multiplied. Yet, 
without lengthening the list, let us end with 
examples from the works of Acharya 
Jagadish Chandra Bose, the world’s pioneer 
in organicism in science. Indian philo- 
sophical heritage had given him the idea that 

_ the boundary line between the animate and 
the inanimate was very thin. His ability to 
prove it by experiments—by way of 

‘developing devices to measure electromotive 

_ variations (responses) of metals and animal 
tissues to different kinds of stimuli—came 
from his skill in mechanistic science. 
Thereafter, he got the idea that although the 
plants were without a complicated nervous 
system, there could still be the same kind 
of excitation as in higher individuals. His 
ability to prove it by improving the optical 
lever came from his skill in mechanistic 
science: His ‘optical pulse recorder’ made 
visible, for the first time, the movements in 
plant organs by magnifying the responses. 
Further, he envisaged that there were ac- 
celerations and retardations of plants’ 
growth in response to stimuli. There, his 
ability to devise the experimental instrument, 


crescograph, which was far more potent than’ 


the strongest miscroscope, came from his 
skill in mechanistic science. Mechanistic 
Science is essential for verification, for 
testing of ideas. Hence what is needed is a 
flight from organicism to reductionism and 
‘vice versa. The two together take us towards 
holism. 


It is only when reductionist science re- 
mains blind to its adverse impacts on 
Organisms and their surroundings that it 
becomes, in the language of ancient Indian 


scriptures, ‘Rakshashi Vidya’ (demonic: 


knowledge), which must be avoided at all 
costs. 
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TAMILNADU PETROPRODUCTS LIMITED | 


6 Nungambakkam High Road, Madras - 600 034 


fi NOTICE 


It is hereby notified for the information of the public that TAMILNADU PETROPRODUCTS 
LIMITED proposes to make an application to the Central Government in the Department 
of Company Affairs, New Delhi, under sub-section (2) of Section 22 of the Monopolies 
and Restrictive Trade Practices Act, 1969, for approval to the establishment of 4 new unit. 
Brief particulars of the proposal are as under: 


1. Name and address of the applicant: seth 


TAMILNADU PETROPRODUCTS LIMITED 
6 Nungambakkam High Road 
Madras - 600 034 


9. Capital structure of the applicant organisation: 


Authorised Capital — : 10,00,00,000 Equity Shares of Rs. 10/ each 
Issued, Subscribed and Paid-up Capital: Rs. 48,75,00,000/ 


3. Management structure of the applicant organisation indicating the names of the Direc- 
tors including the Managing/Whole-time Directors and Manager, if any: 


The Managing Director is incharge of the day-to-day management of the Company 
under the superintendence, contro! afd guidance of the Board of Directors. 
Board of Directors 

Thiru R Nagarajan — Chairman 

Thiru A C Muthiah — Vice Chairman 

Thiru P S Balasubramanian — Managing Director 

Thiru A C Chakrabortti : 
_ Thiru J B Dadachanji 

Thiru K D Dudhmal 

Thiru Mohan Verghese Chunkath 

Thiru M R B Punja 

Thiru Rakesh Kacker 

Thiru K V Ramanathan 

Thiru V D Shah 

Thiru R Shivakumar 

Thiru R Soundararajan 

Thiru P R Sundaravadivelu 


. 


4. Indicate whether the proposals relate to the establishment of a new undertaking or 
a new unit/division: 
New unit 


5. Location of the new undertaking: 
Manali, Madras - 600 068 


6. Capital structure of the proposed undertaking: 
Not applicable 


7. In case the proposals relate to the production, storage, supply, distribution, marketing 
or control of any goods/articles, indicate: y 
Production 
i. Name of goods/articles 
ii. Proposed licensed capacity 
iii. Estimated annual turnover 


: Detergent Alcohols 
: 20,000 TPA 
: Rs. 96 crores 


8. In case the proposals relate to the provision of any service, state the volume of ac- 
tivity in terms of usual measures such as value, income, turnover, etc: 


Not applicable 
9. Cost of the project 


: Rs. 141 crores 


10. Schemes of finance, indicating the amounts to be raised from each source: 


Internal Resources, Rights/Public Issue of Convertible Debentures and Loans from 
Financial Institutions 


Any person interested in the matter may make a representation in quadruplicate to the 
Secretary, Department of Company Affairs, Government of India, Shastri Bhavan, New Delhi 
within 14 days from the date of publication of this notice, intimating his views on the 
proposal and indicating the nature of his interest therein. 


For TAMILNADU PETROPRODUCTS LIMITED 


M B GANESH 
SECRETARY 


Dated the 4th June 1990 
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State Sector Enterprises in Kerala 
P M Mathew : 


P MOHANAN PILLAPD’ study on public - 
Sector enterprises in Kerala (EPW, February. 


17-24, Review of Industry and Management) 
1s important :for two crucial reasons: 
Firstly, the illusion about public’ sector 
as the vanguard of socialism has been 
gradually fading among Kerala politicians 


as elsewhere in the country. Even the. 


spokesmen’ of the ruling CPI(M) like 
V S Achuthanandan, its state secretary, have 
started talking of the need for ‘discipline’ 
among the employees. Besides, chief minister 
EK Nayanar’and the minister for industries, 
K R Gowri have already unrolled the carpets 
for the Tatas for favour of investments in the 
state. Secondly, the stranglehold of commer- 
cial capital in Kerala shows some apparent 
signs of loosening because of the activated 
interest in the stock market. Though sickness 
in the small-scale industry sector has been 
massive, the reasons for it have to be sought 
in other objective factors as well. 

Pillai’s attempt in'this study is related to 
a wider study he did for the State Commit- 
tee on Science, Technology and Environment 


- (SCSTE), government of Kerala. Both the 


studies, while making a deep analysis using 


- appropriate tools of financial management, 


fail to link development issues, with issues 

of development of the regional economy. 

This limitation of the paper, however, is 

understandable because, given the scope of © 
the original study, it would have been quite 

difficult to dwell on these areas. This brief 

note is an attempt to look into these 

neglected aspects. : 

The princely state of Travancore (which 
later became a constituent of Kerala) has a 
history of pioneering some major efforts 
towards industrialisation. In a predominant- 
ly agrarian society, where non-agricultural 
activities, if any, basically took the form of 
trade and handicrafts, setting up of major 
industrial units meant a departure from 
tradition. This early momentum for in- 
dustrialisation, however, did not and could 
not! carry forward due to various reasons. 
Pillai cites three important reasons for this: 
(1) paucity of resources for meaningful in- 
vestment in the industrial sector; (2) govern- 
mental expenditure was essentially geared to 
social overheads (mainly education and 
health) and not even on economic overheads 
which would have generated atleast some 
secondary effects; and (3) the objective of 
building up a strong industrial base was 
traded off against a competing objective of 
rehabilitating traditional industries such as 
coir, cashew, handloom, textiles, minerals, 
fisheries, handicrafts, etc. 

The preliminary diagnosis of the problem, 
as given in the paper under reference, is that 


| resource constraints did not facilitate ac- 


celerated investment in the state sector. This, 


alternatively, has the implication that if suf- 


ficient resources were provided (either 


internally or by the government of India),! 
the industrial scene of the region would have 
been different. This, unfortunately is con- 
trary to reality. As Pillai rightly points out 
elsewhere in the paper, the industrial struc- 
ture that emerged since independence was 
too lopsided to ensure inter-sectoral linkages 
and agglomeration economies for overall in- 
dustrial progress. Thus, the three reasons for 
industrial retardation outlined above should 
be examined further in the light of their root 
causes. Only then can we arrive at the how 
of industrial stagnation of the region as well 
as meaningful policy alternatives. 


RESOURCES IN WRONG HANDS, NOT 
RESOURCE CONSTRAINT 


Paucity of resources per se was not the 
problem. Agricultural surpluses in adequate 
quantities are a necessary condition for an 
accelerated rate of industrialisation. 
However, compared to other parts of the 
country, agriculturgl surpluses in Kerala were 
abundant both under traditional farming 
and under modern commercialised farming; 
commercialisation of agriculture, in fact, has 
provided a boost to this. Moreover, seasonal 
variations in agricultural production, and 
productivity have been negligible because of 
the peculiarities of the climate of the region. 


The reason, therefore, is not the paucity of / 


resources per se, but its accumulation in 
wrong hands. Land reforms too have not 
been capable of making any serious dent 
because plantations, which generate the 
maximum surpluses, have been exempted 
from the scope of such legislations.” 


The primacy of social overheads (such as 


_ education and health-care) in governmental 


expenditure is peculiar to Kerala. This is 
mainly due to the history of the leading 
religious communities and caste groups 
which were involved ‘in these sectors. The 
political power of this lobby is very high and 
political parties, by and large, have heeded 
their interests as against that of the society 
at large. Moreover, a disproportionate size 
of investment in these two sectors has 
generated its own contradictions. Increased 
investment in health has presumably led to 
an increase in life expectancy and health 
standards of the people. However it has also 
led to a situation where healthcare has 
become a ‘commodity’ being bought and 
sold according to the forces of demand and 
supply. Various studies have indicated that 
per capita medical expense in Kerala is the 
highest among all the states. Similarly, an 
over-expansion of the educational sector has 
led to a distortion of the labour market in 
such a way that ‘jobs’ of a specific nature 
are preferred to others. This; has ultimately 
led to a scenario of surpluses as well as shor- 
tages in the labour/tMarket instead of an 
orderly development. 


Economic and Political Weekly June 16-23, 1990 


re iid | DISCUSSION 


Given the limited resources available for 
the development of the industrial sector, a 
sizeable chunk has been earmarked for sup- 
porting traditional industries. Given the 
labour-intensive technology -inherent in 
them, protection of these industries serve an 
important social purpose. However, protec- 
tive measures themselves cannot assure the 
survival of an industry in a world of chang- 
ing technology, productivity of inputs as well 
as tastes of the consumers.’ The very sur- 
vival of these industries demands a realistic 
assessment of the market situation and 
tailoring of policies accordingly. Unfor- 
tunately, such an objective assessment does 
not take place because of political pressures 
and considerations. It is these underlying 
forces which should be highlighted while 
speaking of the industrial scene of the state. 
The public sector too is no exception. 

Abysmally low or negative productivity 
and profitability have been crucial charac- 
teristics of the public sector enterprises as 
a whole in Kerala. In order to explain these, 
Pillai makes a detailed analysis of the cost- 
structure of the sample enterprises (see his 
Table 5, p M-13). But where does this 
analysis lead us? 

Pillai points out that material and labour 
costs have been the major factors con- 
tributing to an overall escalation of costs.* 
Provision of employment being a crucial 
social objective of the public sector, a high 
component of labour costs cannot 
altogether be considered undesirable. Before 
arriving at any inference in this regard, one 
has to examine the structure of wages. If 
total wage payments are spread over a pro- 
gressively large number of employees, it is 
a desirable sign from a‘social point of view. 
A further analysis of the data on cost struc- 
ture published by the Bureau of Public 
Enterprises> in the case of individual com- 
panies indicates that salaries of middle and 
higher level executives are considerably high, 


TABLE 1: SALARIES OF EXECUTIVES’ AND 
WORKERS IN VARIOUS GROUPS OF PUBLIC 
SECTOR ENTERPRISES 
(Percentage) 


SI Industry Group Salaries 


No Executives Workers 
1 Electronics 27.03 63.74 
2 Engineering 28.83 56.85 
3 Chemicals 19.85 54.92 
4 Textiles 6.61 83.41 
5 Electricals 16.20 65.62 
6 Ceramics and 

refractories 9.79 67.96 
7 Plantations and 

agro-based 17.05 52.03 
8 Wood-based 9.43 65.84 
9 Traditional 

industries 7.34 64.90 

10. Trading units 19.81 31.53 

11 Welfare agencies 11.69 9.15 

12 Public utilities 14.40 47.27 

13 Others 46.93 19.54 
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- which has serious implications on the per- 


- formance of these companies. Table 1 shows ; Bit ee 1 Rh NN at ie pee gs 
that the share of managerial cadres inthe | — >] Cf ey L a | M | T E Dp es Moa) 
total wage bill is considerably high compared Office: PRAM iy } array ang ‘ ¥ oS Seb 
to the normal standards of private sector ig, Regd. ice: 18, Bar akhamba ROPE Nes Delticit® nai 4%; Sy 

_ enterprises. ee A Bt oe eas 
_ Based on available data, an attempt is ' Se he 
made to examine the relationship between th ish NOTIC E . im 
the wage bill on executive staff incurred by It is hereby notified for the information of the public that DCM Limited, New Delhi proposes to make 
90 public sector enterprises in Kerala and an application to the Central Government in the Department of Company Affairs, New Delhi under 

Sub-Section (2) of Section 29 of the Monopolies and Restrictive Trade Practices Act, 1969 for approval 


An 
os 
be 


their corresponding ‘operatin ofit died 
“ial “id a ate th rt Epa 5 (ag to the establishment of a new unit. Brief particulars of the proposal! are as under:- 

2 P Mm Ate pabnee \ 1... Name and address of the Applicant : DCM Limited ‘ 
tion exercise indicates a significant correla- . 18, Barakhamba Road, New Delhi-110 001... 
tion between these two variables (r =0.5276). 2. Capital Structure of the applicant : Capital Structure of DCM Limited as on 

A highly significant correlation between eet caiman 31.3.1990 was as under— 
salaries of executive staff and profitability AUTH( i } j 
_ implies that the key to corrective action lies aera sp oeitas ate ty Seva gy : 
either in curtailing salaries or raising the pro-. | = —9.5% Cumulative redeemable : Rs. 80,00,000 
fitability position. Direct efforts towards ape at shares, 3,20/090: of 
both are not feasible or possible in the short ” 25/- each ay 
run, A solution lies in viewing the public séc- ore ee Shares 36,80,000 of + Rs. 9,20,00,000 
tor enterprises in their wider social role agi ae : Rs. 50,00,00,000 
~ rather than as mere business entities. ooo 
iy 3 . _ ISSUED, SUBSCRIBED AND PAID UP CAPITAL _ 
| LATENT POTENTIAL Besngek pail: 2,30,20,302 of : Rs. 23,02,03,090 P 
: * Under the “Scheme of Arrangement”’ approved by Delhi High Court on 16.4.90 the Capital 
4 gs Sacre of oe plus pad has been of the company will get reduced to Rs.'5.75 Crores on allotment of shares by other three 
_ considered to be an important feature of , Companies who are parties to the “Scheme of Arrangement’. 
most public sector enterprises. Retrenchment 3. Management Structure of the applicant organisation indicating the names of the Directors, 

of surplus staff is, by no means, feasible. including the Managing/whole-Time Directors and Manager, if any. ; 

_ Given this constraint, it has been argued by 1. Dr. Vinay Bharat Ram Chairman & 8. Shri.D.H. Pai Panandikar Director 
.some that corporations of similar functions | 9. Dr. Bharat Ram oe anes io. si Noted Snete Deete 
should be amalgamated: This, however, is 3 Shh ATU ; Nene a hide 

b at p » ; . n Bharat Ram Director 11. Shri S.K. Rishi Director 

not necessary. An alternative can be to raise 4. Shri Hari Shankar Singhania Director 12.’Shri N.N. Jambusaria Director 

ae the productivity of existing staff. For this, 5..Dr. V. Krishnamurthy Director 13. Shri RR Khanna Director 
public sector enterprises should shoulder 6. Dr. Parvinder Singh Director 14. Shri Mahi Pal Director 

_ greater social responsibilities, ’ 4 Sh svete 3 Riel ogc h RS / 

SAM the public aeeie Serpentine ‘inthe i proposal relates pod The proposal is to transfer, part of licensed 
Sect po to the establishment of a new undertaking capacity from Delhi Cloth Mills, Delhi (Now 
__ State have expertise in specific areas of ac- or a new unit/division. closed) to Hissar. 
tivity. Accordingly, a broad classification of 5. Location of the new undertaking/unit : Town — Hissar, District — Hissar 
the enterprises is given in Table 2. In a mixed _ potate,— Hocyana 
. economy, the process of industrialisation can 6. copie hw of the proposed : The unit will be part of DCM Limited and as 
~ proceed only by establishing mutual linkages ‘ BS peey Me NES 8 PPI ee 
between the public and private sectors. 7. In case the proposal relates to 
Private sector enterprises in Kerala are, by the production, storage, supply, distribu- 
and large, in the small-scale sector and Slice itees eee OF ary 300es/ 
therefore the establishment of linkages ag Fereabgeense 
Duk AiNe -ectablishnient ofa oan rs (i) Names of the goods/articles : Teddies Couoae vec cae Riad and other 
; : 2 rt special yarns. . 
ancillary relationship. (ii) Proposed licensed capacity ; No new licensed capacity is proposed. 
Public sector linkages with small private J ; Unit at Hissar will be set up by transferring | 
enterprises so far has been in the form of 33664 spindles out of the existing total licens- 
providing Se sa cost ieriars such as ea gery a eke spindles available in 
electricity, railways, etc # i Clot S, i which is now closed. 
Avy, ; * ; ili) Estimated | turn- , ini ity) > 

_The industrial estates, for instance, pro- 8. . ge the Siopend idiates Ye ; Se EAS es (on attaining Full Capacity) 
vide the infrastructure for small private the provision of any service, state the 
enterprises, whereas, the responsibility of volume of activity in terms of usual as 
management and control have been left ex- : wee SUCH, BS: MERDE: SICOTe, .CUR-Over, f 

' clusively to the latter. There is considerable | 
SI er. : 9. Cost of the project : : Rs. 905.78 Lacs 
os a at a coger ik for ue (excluding the cost of land, buildings at Hissar 
sectors. The public " tie herthel tus shifted from Delhi Cloth 
; yt Ny ; i to Hissar). 
TABLE 2: PuBLIC SECTOR ENTERPRISES 10. Scheme of Finance indicating the amounts ta Secured Loans front Findnelel \ 

CLASSIFIED ACCORDING TO SPECIALISATION be raised from each source Institutions ? Rs. 724.80 Lacs 
————_— Promoters Contributions 
SI Industry Group Number of —Special 
No (Area of Specialisation) Enterprises . Sana RS aaRO hes 
Elkefonics a HI contribution Rs. 36.24 lacs ‘ 
2 Chemical Rs. 181.20 Lacs 
3 Electricals and cables 4 A , siatie RSx706.00 Tacs 
4 Refractories and ceramics 7 ' ny person interested in the matter may make a representation in quadrupli 
5 Engineering 12 mangos of abso ebie Government of India, Shastri Savant Nes Delhi within oy) sil pt 
6 ee and te ci eer ene Perse pores dries heat 
7 Traditional i | 
8 a ae ; SLIBODN, CHANDRA 
9 Plantations and agro-based il Dated this 14th day of June 1990. * EXECUTIVE DIRECTOR ; 
_ PRESSMAN : 
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These. a ‘need Eurtt er 
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_ Corporation | Limited (KELTRON) and Hin- 
~ dustan Machine Tools (HMT) have already 


ee imagination of an energetic managing direc- 


by. HMT in 1957.8 
There i is much to a Teamnt from theséi in- 


policy, Statement, the. latent potential of 

| ioatite corporations. in their specific areas 

: of activity can be set in: motion. Thus, we. 

~ can have at least a dozen specialised in- 
- dustrial estates or groups of estates which, 

_ for all practical purposes, are controlled by 

any one of, the corporations. The parent 


or inducements. 


tion can identify a ‘lead industry”? which 
_ has the’maximum development potential 
spate in which it has real competence) as well 
as linkage potential. The responsibility for 


_tor iia a 
+ CO-ORDINATION — 


~ activities of various public sector enterprises 
in a specific industry has been much dis- 


ty 
on 


ay i _ cussed. Unfortunately, most such discus- 


‘sions centre around problems relating to 
staffing, recruitment and related admini- 


strative-bureaucratic problems. The ‘holding — 


- company’ experiment was a move in this 
_ direction, but it turned out to be a failure. 
The concept of ‘enterprise group’, recently 
_ discussed by the bureaucrats and politicians, 
is old wine in a new bottle. 

is). Phe first-step towards co- -ordination 

- ‘should be to make these enterprises 


~ economically viable units. If this is not at-- 


- tained, their very, existence will be in peril. 
AWS experience so far (as rightly pointed out 
by Pillai) is that additional investments lead 
_only to a decline in employment } rather than 
b boosting it. Under such circumstances, it is 
fe “illogical to assume that, having a common 
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At f 


- tor, the latter came as proneite decision 


- dividual attempts. ‘If the role of the public. 
_ sector enterprises in, relation to ancillarisa- — 
tion can be clearly stated in an industrial - 


promotion of this industry, in a particular 
- district, should be taken over by a aha sec- : 


_ The question of. co-ordination , fot the. 


set an example i in ancillarisation, the former — 
in the area of assembling of electronic equip- — 
$, ment and the latter in the area of manufac- — 
turing components of printing machinery. 

» While the former owes to the dynamism and 4 


- The intervention. of public sector corpora- 7 
tions may take another form. Each corpora- 


ap fortunately, ‘advocates of 
group’ approach are 
more costly. bureau ti 


; 7 ‘viab! 
Hague & estates have ‘been. aac in fe of the unite 1G 


es areas like electronics, chemical industries, f 
4 etc, Kerala State Electronics Development 


he ‘enterpri 


dW te 


up by creating a ne 


‘group office’, a ‘group Pasian’ s'¢0- | 
‘ ordinating departm 
ete,! 


, sub- -departments, 
ry in such cir- 
tention of the more 
1 industrial group | 
and euthanasia for t e others either through 
amalgamation or by winding up. The 


° What is n 
cumstances is the 


_ workers, thus displaced should be productive- _ 


ly employed elsewhere; the managerial staff 


should be given new Senenmaeats as outlined 


above. i teetaett 


‘Pillai righly points aut that the esravliats 


ment, in the late 1970s and early 1980s, of 
nodal agencies such as the Bureau of Public 


_ Enterprises and the Public Enterprises Board 


were wasteful. Though they were meant for 


evaluation, co-ordination and monitoring, 


their actual functions are dubious.!! The 


_ Bureau of Public Enterprises i is expected to 


- provide at least. some vital data-base for 


public: enterprises; even in this regard, its 


contribution is negligible. If multiplying 
“counterpart agencies on central: lines is 


fashionable, Kerala could well think of a 
Bureau of Industrial Costs and Prices 


-(BICP) and an Agricultural Prices Commis- 


3 company should directly assist these small 
units both> in product as well as factor 
~ markets, either through direct intervention ; 


sion (APC) also; but one has to rationalise 


their role from what they do. wey! 


” Stagnant pace of productive investment 


and increasing expenditure on overheads — 


‘have been the maladies of Kerala’s industrial 
economy. An examination of Seventh Plan 


allocations for the state’s industrial sector. 


gives some important indications. Data 


; regarding the expenditure sub-total on ‘direc- 


tion and administration’ was available only 
in the case of the ‘village and small-scale in- 
dustries’ sector and the ‘handloom’ sector. 
In the case of the former, its share in total 


pian allocation was 5. 19 per cent, whereas — 


for the latter: it was 1.61 per cent. Given this 


rate, one can well imagine the aggregate 


ike 16-23, 1990 


allocation towards overheads for the in- 


dustrial sector as a whole. Instead of 


multiplying agencies and corporations and - 


in effect arguing for a a 


will is the key to such hard fee 


be on elimariing more in 
for allocation in produc 


Notes” be 


1 Some political parties almost totally | 
the structural factors which prever 
sectoral linkages and argue f 
central assistance. In tact, these 

. factors themselves act as int ni 
industrial development. 

2 Besides, plantations owned r 
ful caste groups and religious co 
have been exempted from a 
income-tax. — 

3 The best example probably 
industry. 

4 Analysis for ‘the decade 1975- show 
‘when output registered a growth 

per cent, the cost escalation has bi 


5 
prises.in hai 1986-87, Burea 
Enterprises, government of Kerala, 

6 This, has been substantiated | 
reports ‘of the Public Un 
Committee. aa 

/7 Data relating to 25 companie 3 
owned by the government se Ker 


1987- 88, Empleement ‘eruallyd cline 
16 per cent. This shows that th se ent 
prises fail even’in their primary so ial rol =} 
of employment creation. Ces 
8 Hindustan Machine Tools proposed ano’ 
, scheme for tiny ancillary units 
called the -‘Worker-Entreprene tye 
Ancillary Complex’ (WETAX). 
9 I have attempted such an approach in 
’ early article; see, Mathew P M, “To: ard 
_ Lead Industry’ Approach’, ‘Yojana, 33 (6 
~ 1989. 4 
10 See Vijayachandran, K, Ettam: Padha i 
'.. Samsthana Pothu Mekh layum 
Deshabhimani (Cochin), October 8, 1989. 
11 None of the official documents of the Stat 
Planning Board says what these nodal agi 
cies are doing. Nor do they give a pict e 
as to how much of the plan allocation as 
been earmarked for them. oie 


WANTED MANAGER 


FOR A VOLUNTARY ORGANIZATION IN DELHI 
for the promotion of innovative ‘education 


QUALIFICATIONS: | “Graduate or its equivalent with experience in curriculum development 
TH “and teachers training for innovative education, and, 
ate —Experience in development work at the grassroots level, and, 
vt —Experience in training and animation work 
Able to travel 
Not below. 40 years. 
Fitment will be made within the managers grade, hie ranges from 
Rs. 2,962.50 per month minimum and Rs. 5512.50 per month 
maximum, depending on qualifications and experience plus frée two 
‘bedroom house and. conveyance. Other benefits include PF., Gratuity 
ee LTC, Medical reimbursement, Education allowance. The post 
‘arries a three year renewable contract. 
5 days after the publication of this. Apply in confidence to 
~ PO. Box No. 3037, New Delhi 110 003. 


LAST DATE FOR.» Re 
APPLICATIONS: 
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1. Capital: 


Cash deposited with 
Reserve Bank of India 
under Sec 11(2) of the 
Banking Regulation 
Act, 1949 


2. Reserve Fund and 
Other Reserves: 


3. Deposits & Other 
__ Accounts: 
Fixed Deposits: 
(1) From Banks 
(2) From Others 


Savings Bank Deposits 


Current Accounts, 
Contingency Accounts 
etc. 

(1) From Banks 

(2) From Others 


4. Borrowings from 
Other Banking Com- 
panies, Agents, etc 
(1) In India 

(2) Outside India 


5. Bills Payable: 


6. Bills for Collection 
being Bills Receivable 
per Contra: 

(1) Payable in India 


Other Liabilities: 
Head Office Capital 
Account 

Branch Adjustments 
Others 


Acceptance, Endorse- 
- ments and Other 
Obligations as per 
Contra: 


(2) Payable outside India 


se 


CREDIT LYONNAIS 


_ CL | BOMBAY BRANCH. i 
FEE SHEET AS AT MARCH 31, 1990 


Cash: 
In hand, with Reserve 
Bank of India and 
State Bank of India 
(including foreign 
currency notes) 


2,000,000.00 5 487,716.45 


2. Balances with Other 
Banks: 
(A) On Current Account: 
(1) In India , 
(2) Outside India 
(B) On Deposit Accounts: 
(1) In India 
(2) Outside India . 


10,933 ,237.72 
511,420.24 


11,444,657.96 


Money at Call and 
Short Notice; 


620,000,000.00 


. Investments: 
(at cost) 
(1) Securities of Central 

and State Govt. 

(2) Shares 
(3) Debentures or Bonds 
(4) Other Investments 
(5) Gold 


952,030,543.58 234,230,500.00 


234,230,500.00 


Advances: 
(Other than bad and 
doubtful debts for which 
provision has been made 
to the satisfaction of the 
Auditors) 
(1) Loans, Cash Credits, 
Overdrafts, etc. 
(i) In India 
(ii) Outside India 
(2) Bills discounted and 
purchased 
(i) Payable in India 
(ii) Payable Outside 
India : 


11,818,433.55 


52,653,586.25 
0.00 


151,127,773.17 
156,492,378.90 
8,863,026.30 


45,276.18 


203,826,635.60 


199,722,471.82 


6. Bills Receivable being 
Bills for Collection 
per Contra: 


(i) Payable in India 0.00 
2,160,667.58 (ii) Payable es India 0.00 
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CREDIT LYONNAIS 


BOMBAY BRANCH 
BALANCE SHEET AS AT MARCH 31, 1990 


Brought Forward 1,165,732,116.53 Brought Forward 
9. Profit and Loss 7. Constituents’ 
Account: 0.00 Liabilities for Accep- 
10. Contingent Liabilities: . al Gieconicnua: 
(i) Guarantees given on as per Contra: 
behalf of: 
(a) Customers 112,360,957.74 8. Premises Less 
(b) Officers 707,273.00 Depreciation: 
(c) Underwriting 
commitment 10,000,000.00 9. Furniture and Fixtures 
123 068,230.74 Less Depreciation: 
(including equipment): 
(ii) Outstanding forward Original cost — beginning 
exchange contracts 1,294,219.00 of the period 
Add: Additions during the 
period 


Less: Deductions during ‘ 
the period 


Less: Depreciation for the 
period 


10. Other Assets: 
Accrued Interest and 
Discount 
Prepaid Expenses 
Sundry Advances, 


0.00 


7,701,090.52 


7,701,090.52 


0.00 


7,701,090.52 


406,798.91 


7,108,284.69 
4,768,017.16 


Deposits etc. 65,064,141.35 


Branch ‘Adjustments 
Vehicles Less 
Depreciation 


11, Non-Banking Assets 
Acquired in Satisfac- 
tion of Claims: 


12. Profit and Loss 
Account: 


0.00 


473,640.00 


'1,074,989,510.01 


2,160,667.58 


0,00 


7,294,291.61 


77,414,083.20 


0.00 


3,873,564.13 


The accompanying notes are an integral part of this statement. 


Arthur Andersen & Associates _ 
Chartered Accountants —— 
Sd/- 
Vijay Sahni = Bombay 
Partner June 4, 1990 
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Credit Lyonnais 

Bombay Branch 
Sd/- 

P. A. Muyl 

General Manager 
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| |S4icreprr rvonNaIs 


BOMBAY BRANCH 


PROFIT AND LOSS ACCOUNT. 
FOR THE PERIOD FROM MARCH 23, 1989 TO MARCH 31, 1990 


EXPENDITURE March 31, 1990 INCOME March 31, 1990 
: Rs. Pk (Less provision made during the period for Rs.) Px; 
\ bad & doubtful debts & other usual or 
necessary provisions) 


1, Interest paid on Deposits, Borrowings, etc. 27,695,338.89 . Interest and Discount f 38,027,131.19 


2 Salaries," Allowances, Provident Fund, . Commission, Exchange and Brokerage 216,963.46 


Bonus eic. ; 3,987,653.69 : 
, , e Rent : 0.00 


a Directors’ and Local Committee Members’ , 
fees and allowances 0.00 . Net Profit on sale of Investments, Gold and 
Es a, Silver, Land, Premises'and Other assets 10,380,196.92 

4. Rent, Taxes, Insurance, Lighting, etc. ’ 1,901,283.41 
; Income from non-banking assets 0.00 

5. Law Charges 196,299.07 \ 

: } Other Receipts - 32,556.00 
6. Postage, Telegrams and Stamps 1,595,499.70 . 
le ’ Loss for the period 3,873,564.13 
| | 7. Auditors’ Fees ' ; 100,000.00 


8. Depreciation on and repairs to Banking { 
Company’s property 1,619,681.61 


Z 9. Stationery, Printing, Advertisement, etc. - . 442,331.67 


10, Loss from sale of or dealing with non- 
. banking assets “ 0.00 


11. Other Expenditure 14,992,323.66 


12. Balance of Profit 0.00 


' The accompanying notes are an integral part of this statement. 


Arthur Andersen & Associates 
Chartered Accountants Credit Lyonnais 
Sd/- Bombay Brafich 


Sd/- 
P. A. Muyl 
General Manager 


Bombay Vijay Sahni Bombay 
June 4, 1990 Partner June 4, 1990 
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March 31, 1990 
Rs. P. ; 
: Peruse evaluated in accordance with! 
__ Income-tax Rules 
{ 


ine ¢ basis, prorated « over the po of | use, at the ollowin : 
cies per annum: ra seta a es! 


’ a Furniture 
. : ; , iz, a, 
i ; ‘ / Vehicles 
Dchix’ due by the directors or officers of the Me ita f 
_ Banking Company or any of them cither page Computers 
severally or jointly with any: other persons” 


; Other Equipment 
f Debts due te companies: or firms in ‘which es 4 y 


etoding temporary ‘Sivanted coals at per Y j sad 
time during the year to directors or a ne 1951 regarding submission of returns of Cash Reserves 
‘managers or officers of the Banking Comin \\ é _ been received, the Bank continues. to maintain only 
pany or any of | them either severally or ae 
_ jointly with any other persons. ses 1,304,882.60] — “Act, 1949. 
nin Maximum total amount of advances, in- ae E 
eluding” temporary advances granted during oe os Assets and Liabilities in foreign currencies are conve 
_ the year to the companies Or firms in which ys it pone rates prevailing at the end of the period. wot 
the ‘directors of the Banking Company ate! : Be 
interested as directors, partners or managing — te "er ie financial statements have been prepared for the 
agents, or in the case of igo eee ‘| from March 23, 1989 (i.e. the date of receipt of first ins 
oe cae members _ SOO SABA: fe - ment of share capital in India) to March 31, 1990. Aspeedingyye 
Gs) Due from Banking Companies _ - 443,579,871.95] there are no prior year comparatives. 


. 


I 


“Auditors? Report on the Financial Statements under Section 30 of The Banking Regulation Act, 1948 


j we Have eiadined the Sorice shee? of the Bombay Brinch of Credit Lyonnais (incorporated i in France with limited liability) at March 31, 1990° 
_and the related profit and loss account for the period f from March 23, 1989 to March 31, 1990. Our examination was made in accordance with © 


; generally accepted auditing standards and accordingly, ‘includéd such tests of the accounting records and such other auditing procedures as we | ee 


See pany Lawolepietd in the circumstances. We have also obtained all the information and explanations which, to the best of our knowledge 
f our examination and | ‘have found them to be satisfactory. 


211 and Subsection Gh of Section 227 ‘of the Companies Act, 1956, the | 
accordance with Schedule VI to the ‘Companies Act, 1956. The accounts are, tl 
_ Schedule to the Banking Regulation Act, 1949. 
In our opinion, the accompanying financial statements give a true and fai fai iew of the state of affairs of the Indian Branch of Credit Lyonnais 
at Marc 31, 1990 and of its loss for the pe. from March aC 1989 [ March 31, 1990. : 
; Furth in our opinion, * 
| @ cere we AF ne Bombay Branch, which have come to our natice’ ve been within the powers of the Bombay Branch of the Bank; 
—() the balance sheet and the profit and loss account are in agreement with the books of account and give the information required by the Comipanics 
| Act, 1956 in the manner so required for banking companies; and | 
Ho ae ccm! Branch has maintained proper vis of account as equiped by 
f Arthur Andersen & Associates 
Chartered Accountants 


Sd/- 
Vijay Sahni 
Partner 
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ous, 


‘ 1949, and the provisions of Subsections (1), (2) and (5) of Section: it eae 


be 


SOCIETE GENERALE 
(atm THE FRENCH AND INTERNATIONAL BANK 
(Incorporated in France with Limhited Liability) 


. | BOMBAY BRANCH 
BALANCE SHEET — MARCH 31, 1990 
(Currency: Indian Rupee) N 


In hand and with Reserve 


Face value of securities \ ot beidlin sina Stee 
deposited with Reserve — 
Bank of India under of India (including 
section 11(2) of the 37,282,179.55 foreign currency notes) 114,510,020.09 
Banking Regulation Act, 2. Balances with 
" 1949—Market Other Banks: 
Rs 6,365,875.00 (previous On Current Account: 
* year Rs 4,792,900.00) 894,874.38 (i In India 3,851,377.05 
included under investments (ii) Outside 
on the opposite side 8,249,211.45 


India 28,054,016.06 


6,350,000.00 9,144 ,085.83 . 31,905,393.11 
2. Reserve Fund and On Deposit Account 
Other Reserves 3,900,000.00 0.00 (i) In India 0.00 
(ii) Outside 
araegoats aed 0.00 India 0.00 
Fisted Deposits: 0.00 
0.00 () from banks 0.00 9,144,085.83 31,905,393.11 
(ii) from, 3. Money at Call & 
589,392,435.92 others —956,493,300.64 0.00 Short Notice 150,000,000.00 
589,392,435.92 956,493,300.64 4. Investments: 
5,897,682.13 Savings Bank Deposits 15,021,750.48 (i) Securities of the Central 
Current Accounts, and State Governments 
Contingency Accounts, and other Trustee 
ete: Securities including 
(i) from Treasury Bills of the 
4,572,359.50 banks 1,937,965.10 Central and State 
(ii) from 184,528,750.00 Governments (at cost) 288,938,750.00 


__ 45,991,219.85 
50,563,579.35 


others §9,211,140.32 (ii) Fully paid up 
equity shares (at cost) 


(iii) Debentures or Bonds 


180,000.00 
0.00 


180,000.00 


61,149,105.42 
mi Paar ee ae. 0,00 


645,853,697.40 1,032,664,156.54 (iv) Units of the 
Unit Trust of 
4. Borrowings from Other India ( = 
ye etc ‘ ave value) 
. 0.00 Gold 
172,220,000.00 (i) In India 197,406, 100.00: 2 BE ON (v) 
(ii) Outside India 0.00 184,708,750.00 318,568,750.00 
197,406,100.00 5. Advances (see Note 1 & Note 2) 
Particulars: (Other than bad and 
F 0.00 Secured 0.00 doubtful debts, for 
172,220,000.00 Unsecured —_197,406,100.00 which provision has 
been made to the 
172,220,000.00 197,406,100. 
27.406,100.00 satisfaction of 
5,774,430.08 5. Bills Payable 6,071,403.54 the auditors): 
6. Bills for Collection ; () Loans, Cash Credits, t 
Overdrafts, etc. 


being Bills Receivable 


(i) In 


as per contra: 
() Payable 366,913,680.13 India 412,451,120.15 
754,433.31 in India 8,380,071.14 ; (ii) Outside 
(ii) Payable outside ge 20.00 India ___0.00 
—1,824,218.86 India 41,517,138.97 366,913,680.13 412,451,120. 


8,578,652.17 49,897,210,11 (II) Bills discounted 


7. Other Liabilities: and purchased 
(i) Head Office (Excluding Treasury 
62,388, 760.75 Account, net 62,388,760.75 Bills of the 
(ii) Rebate on Bills Central and 
2,629,712.08 Discounted 7,759,575.18 State Governments) 
~21,752,206.24 (iii) Other Liabilities 36,478,884.34 Poe ee (i) sae = eae 
i , , . ndia 4 ,178.54 
86,770,679:07 106,627,220.27 Ghent 
outside 


27,399,727.24 
208,815,222.56 


India 26,051,019.82 


200,834,198.36 


575,728,902.69 


613,285,318.51 
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A RCH 31, 1990 
Rupee) 


Brought Forward 


Oey 
6. Bills Receivable being - 
Bills for Collection . 

as per contra: 
(i) Payable in India 
(ii) Payable outside India 


nf 


444,339,171.62 | i 433.31 
7.8: 


f 


8,578,652. 17 
, iat 7. Constituents’ Liabiliti 
er Ila: ae or . Constituents’ Liabilities 
‘sheet 946,779. 4 : ee ; for Acceptances,’ 
| a ae Endorsements and Other 
1 32¢ 194,984.94 Obligations per contra 


8. Premises Less 
Depreciation 


9. Furniture and Fixtures 
‘Less Depreciation 
Original cost— 


Masry KOM _ beginning of ; 
13,369,833.28 | _ the year 16,546,466.35 
be" ay ad: 5 Add: Additions 

during the 
3,258, 633. 07 year 2,006,443.59 
12,842,905.37 | 46 628, 466.35 18,552,909.94 
Less: Deletions 
during the 


year 77,475.00 


16,546,466.35 18,475,434.94 


Less: Accumulated 
_ depreciation 


_7,444,525.21 


9,699,938.33 
-9,101,941.14 


10. Other Assets: — 
(i) Interest accrued 
and outstanding 
on Investments 
(ii) Prepaid expenses, 
advance payments, 
deposits and amounts 


a 


11,328,094.40 | 


-7,575,865.42 


43,320,600.06 | receivable 55,615 423.23 
pe ora Cl (iii) Vehicles less 
452,862.78 depreciation 291,292.42 


(iv) Stationery and stamps 69,841.85 | 
(v) Advance payment of 
= os tax and tax deducted 
52,581,500.22 at source 


104,119,726.48 


_ 188,898.00. 


55,162,155.50 


11. Non-Banking Assets 
Acquired in Satisfaction 
of Claims 


; ; t ARTHUR ANDERSEN & ASSOCIATES For Societe Génerale—Bombay Branch ae 
, ie SEU gree 7 eee be Chartered Accountants 
Pitas aid oF: =e al ies - _ Sd/- ; Sd/- - Sd/- 
; * oe a, ier Sie = : Vijay Sahni : D. Clément J. P. Ducroquet 
; Assistant General Manager General Manager 


Bombay: June 6, 1990. 
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SOCIETE GENERALE | 

\ ‘THE FRENCH AND INTERNATIONAL BANK | 

(Incorporated in France with Limited ANCH ah 
BOMBAY BRANCH — 


STATEMENT OF PROFIT AND LOSS FROM APRIL 1, 1989 TO MARCH 31, 1990. a 
(Currency: Indian Rupee) 


93,165,144.10 
4,971,176.07 


32,000.00 
5,935,086.42 
673,968.65 
1,696,010.55 
130,000.00 


3,661,070.95 
1,083,394.14 


0.00 


6,760,366.09 
8,174,594.42 


EXPENDITURE 


. Interest Paid on Deposits, Borrowings, 


etc. 


. Salaries, Allowances, Provident Fund, 


Bonus, etc. 


. Directors’ and Local Committee 


Members’ fees and allowances 


. Rent, Taxes, Insurance, Lighting, etc. 
. Law. Charges 
. Postage, Telegrams and Stamps 


. Auditors’ fees 


. Depreciation on and repairs to the 
banking company’s property 


. Stationery, Printing, Advertisements, etc 


. Loss from sale of or dealing with 


non-banking assets 


. Other Expenditure (including Head 


Office Supervision Charges) ~ 


. Balance of profit for the year 


96,325,240.97 


5,096,658.75 


34,250.00 
5,310,017.50 
621,976.90 
1,687,354.82 


170,000.00 


3,524,587.38 


1,258,789.17 


0.00 


6,039,222.30 
11,042,234.23 


111,368,752.78 
14,243,175.81 


INCOME ; 
(Less Provision made during the year for 
bad and doubtful debts and other usual or 
necessary provisions.) 


. Interest and Discount 


. Commission, Exchange and Brokerage 
0.00 . Rents 


. Net Profit on sale of Investments, Gold 
and Silver, Land, Premises and other 
Assets (not credited to reserves or any 
particular Fund or Account) 


. Net Profit on revaluation of Invest- 
ments, Gold and Silver, Land, Premises 
and other Assets (not credited to 
reserves or any particular Fund or 
Account) 


. Income from non-banking Assets and 
Profit from Sale of or dealing with 
such Assets 


. Other Receipts 


Siege tenes mth 


ee ae 


112,461,814.42) 


126,282,811.39 


The accompanying notes are an integral part of this statement. 


ARTHUR ANDERSEN & ASSOCIATES 


For Societe Generale—Bombay Branch 
Chartered Accountants 


Sd/- 
Vijay Sahni 
Partner 


Sd/é 
D. Clément 
Assistant General Manager 


Bombay: June 6, 1990 Bombay: June 6, 1990 
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(w) Debts due By the directors or officers. 
of the Banking Company or any of 
them either severally « or jointly. with 

any other persons ae 

‘sts Debts due by Companies or ores in 
which the directors of the Banking 
Company are interested as directors, 

s partners or managing agents, or, in 
Proce ge nape Seeonetad more ee ; ; os pe RB desks of pene CAS ie ta 
- parties in addition to the personal skate ee eae Ree 
-_ security of the debtors f 230,104,954.70 on | (vii) Maximum total amount of ee Gee 
Sheela, re psf including temporary advances made at _ 
fe Debts rey dubs or bad, vagal? NU ed any time during the year to PRECHRE 
goto 1 at ; { 2: ” eit |. _.|/+ OF managers or officers of the Bank- 
he Apert % ing Company or any of them either” 
severally or jointly with rae other _ 
persons i la 2 
ba Maximum total amount of fatvahinee’ 
including temporary advances granted 
during the year to the companies or 
firms in which the directors of the 
‘Banking Company are interested as 
directors, partners or managing 
agents, or in the case of private com- 
_panies, as members. : 
(ix) Due from Banking Companies 


| 613}285,318.51 


i RBI “in these accounts at nominal value for the purpose of control. 


Remuneration paid a the Chief Fanive Officer(s an India: . 6: Depreciation is provided on fixed assets on the written down value method at 
pee “the fates prescribed in Schedule XIV to the Companies Act, 1956, except i in th ; 
- case of Office Equipment, Electrical fittings and Vehicles which are depres! 
33.33% per annum. 
“yt rovision has been made in respect of future payments of gratuity. to, ee 3 
~ emp! eyes who haye pope five years of service with the bank. z 


ve - Perquisites evaluated in accordance with 
70,348 Income-tax Rules 


387,148 | 


inne Piet as The figures ge the. ius period are for the fifteen months ended March 31, 
4 The former Chief Executive Officer was paid transfer bonus of Rs. 10, 000/ in 51989 and. are therefore not ce amas Previous period's figures have been 
1985 for which approval of the Reserve Bank of India is still awaited. ’ ; 


MY get ~ 
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~ SOCIETE GENERALE | 
. THE FRENCH AND INTERNATIONAL BANK | 
‘(Incorporated in France with Limited Liability) 


BOMBAY BRANCH | 


AUDITORS’ REPORT ON THE FINANCIAL STAT. EMENTS 
UNDER SECTION 30 OF THE BANKING REGULATION ACT, 1949 


We have examined the balance sheet of the Bqmbay Branch of Societe Generale (incorporated in France 
with limited liability) as at March 31, 1990 and the related statement of profit and loss for the year 
ended March 31, 1990. Our examination was made in accordance with generally accepted auditing 
standards and, accordingly, included such tests of the accounting records and such other auditing 
' procedures as we considered necessary in the circumstances. We have also obtained all the information 

and explanations which, to the best of our knowledge and belief, were necessary for the purposes 
of our examination and have found them to be satisfactory. 


In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949 and the provisions 
of Sub-Sections (1), (2) and (5) of Section 211 and Sub-Section (5) of Section 227 of the Companies 
Act, 1956, the financial statements are not required to be, and are not drawn up, in accordance with 
Schedule VI to the Companies Act, 1956. The accounts are, therefore, drawn up in conformity with 
Forms A and B of the Third Schedule to the Banking Regulation Act, 1949. 


In our opinion, the accompanying financial statements give a true and fair view of the state of affairs 
of the Bombay Branch of Societe Generale as at March 31, 1990 and of its profit for the year ended 
March 31, 1990. ; 


Furthermore, in our opinion, 


(a) the transactions of the Bombay Branch which have come to our notice have been within the powers 
of the Bombay Branch of the Bank; ; 


(b) the balance sheet and the statement of profit and loss are in agreement with the books of account 


and give the information required by the Companies Act, 1956, in the manner so required for 
banking companies; and 


the Bombay Branch has maintained proper books of account as required by law insofar as appzars 
from our examination of those books. 


ARTHUR ANDERSEN & ASSOCIATES 
Chartered Accountants 


Bombay: June 6, 1990 
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We keep it that way. 


The vibrant blue of her skies. The lush green of her trees. The rich brown 
of her soil... Colour-Chem helps keep Nature that way. 


Because Colour-Chem ensures that its operations are in no way harmful to the 
environnient. Well equipped effluent treatment plants render the liquid wastes harmless 
prior to discharge. Pollution abatement equipment control atmospheric emissions. 


So that. Nature can continue to show off her original colours. Now and for all time. 


BoE ah ee Ne a iN atlas, 


Where chemistry takes many hues. 


Colour-Chem Limited, 194 Churchgate Reclamation, Bombay 400 020 


HTA 1790 


and published by him for Sameeksha Trust from Hitkari House, 284, Shahid Bhagatsingh Road, Bombay-400 038. 
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, dt ge?) ae Va  - 


Yet another laurel for 


the Professional 


Competence of 


Kirloskar Cummins 


Kirloskar Cummins stands today as 
the first and only Company in India to 
receive the Quality Assurance 
Certificate from the Indian Register of 
Shipping. 

Not the first time,the Company has 
picked up a quality recognition from a 
prestigious classification society. 
Figuring prominently on its repertoire are 
international names like the Lloyds 
Register of Shipping, American Bureau 
of Shipping, Underwriters Laboratory 
(USA), Factory Mutual System (USA) 


and Export Inspection Agency (Govt. of 
India). Each name testifies to the strict 
quality standards maintained by 
Kirloskar Cummins for over two 
decades. 


Decades that are studded with 
corporate achievements. 


e Shareholders’ original investment of 
Rs. 1000 is now worth Rs. 132,000. 

e Growth in exports from Rs. 30 million 
to Rs. 300 million in the last 3 years 
mainly to developed countries. 

e Twenty-eight years of uninterrupted 
industrial peace. 


e Continuous extension and 
upgradation of product lines. 

e Encouragement to small-scale 
industries, both as customers and 
suppliers. 

e Excellent service and product 
support resulting in over 90% 
equipment availability. 

@ Production of low-emission, 
environment-friendly engines. 

The professional culture and 
unwavering commitment to total quality 
help us build customer confidence. 


Kirloskar Cummins Limited 


Kothrud. Pune 411029 CINDIA) 


Regd No M H-By/South-325 a 


PRATIEHA-90-458 


